STOCKHOLDERS: 


a problem to chew over 
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‘The eleven great states comprising the 


“Union Pacific West'’ are a rich source of 
raw materials for manufacturing and proc- 
essing. Minerals, metals, lumber and farm 
products are available in abundance. 


This is a matter of pertinent interest to 

purchasing agents; particularly so when 

plans are being made to locate new 
sh» a 

Ui ite). 
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idaho f 
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Nebraska 


Union Pacific Serves: 


California 


Nevada 
Oregon 
Utah 
Washington 


BE SPECIFIC: SA UNION PACIFIC © 


plants where an adequate supply of raw 
materials are close at hand. 


Scores of excellent plant sites are avail- 
able on or near Union Pacific trackage. 
Complete information—of interest to the 
P. A. and other key executives—such as 
availability of materials, power, transpor- 
tation, labor, etc., may be had by writing— 


industrial Department 
Union Pacific Railroad, Omaha 2, Nebraska 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET + New York 





Condensed Statement of Condition as of June 30, 1950 





ASSETS 

Cash, Gold and Due from Banks. . nee 
United States Government Obligations. ...... 
Obligations of Other Federal Agencies 
State and Municipal Securities 
Other Securities. . 
Loans and Discounts. . 
Real Estate Loans and Securities. 
Customers’ Liability for Acceptances. . 
Stock in Federal Reserve Bank. F aie 
Ownership of International | Banking Corpora- 

tion. ove " Bitecow 7,000,000 
Bank Premises. . 27,737,876 
Items in Transit with Branches. . suse be 18,606,117 
Rs ke case bene wed b oCCVe ielaws 4,119,955 


Ey eh henscoe 0b bes oes OR 


$1,164,389,432 
1,860,934,857 
33,413,871 
386,328,935 
100,913,308 
1,333,230,909 
1,220,448 
20,836,361 
7,500,000 











LIABILITIES 
Deposits. . 
Liability on Acceptances and Bills. $35, 299, 255 
Less: Own Acceptances in Port- 
folio. . oy ss wewec o,, Meee 
Due to Surdan Central Snbe 


(In Foreign Currencies) 


$4,593,527,436 


21,655,332 
7,596,200 


Reserves for: 
Unearned Discount and Other Unearned 
Income. ; 9,839,223 
Interest, Taxes, ‘Other Accrued d Expenses, ete. 26,567,049 
Dividend. Uh sy wae 2,635,000 
Capital. . Gis "$124,000,000 
(6,200, 000 Shares—$20 Par) 
Surplus. . Le 
Undivided Profits. . 54,411,829 304,411,829 


| reer rT ee le 











Figures of Overseas Branches are as of June 25, 1950. 


$314,724,210 of United States Government Obligations and $7,967,300 of 
other assets are deposited to secure $244,429,002 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 





The foregoing statement does not include the figures of: 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 


Affiliate of The National City Bank of New York for separate 
administration of trust functions 





DIRECTORS 


WM. GAGE BRADY, JR. 
Chairman of the Board 


W. RANDOLPH BURGESS 


Chairman of the Executive 
Committee 


HOWARD C. SHEPERD 
President 


SOSTHENES BEHN 
Chairman, International 
Telephone and Telegraph 
Corporation 


CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 


GUY CARY 
Shearman & Sterling & Wright 


EDWARD A. DEEDS 
Chairman of the Board, The 
National Cash Register 
Company 


CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 


L. M. GIANNINI 
President, Bank of America 
National Trust and Savings 
Association 


JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co, 


WILLIAM H. HOOVER 
President, Anaconda Copper 
Mining Company 


AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 


ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 


FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 


GERARD SWOPE 
Honorary President, General 
Electric Company 
REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co, 
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@ Whether you have a lot of 
mail, or a little . . . every office 
can now afford a postage meter. 


@ The postage meter prints 
postage directly on the envelope, 
the exact postage you need 

for any kind of mail... prints a 
dated postmark and (optional) 
your own small advertisement 
..- handles parcel post, too. 

@ The meter holds any amount 
of postage, protects it from loss 
and theft at all times... records 
postage used and available. 


e@ Larger Pitney-Bowes models, 
electrically operated, stamp 
and seal mail at high speed. 


@ The new DM, the desk model, 
little larger than a telephone... 
is hand operated, and has a 

slot for moistening envelope flaps. 


@ Call the nearest PB office... 
or send the coupon below for 
illustrated booklet. 


= PITNEY-BOWES 
(Postage 
~ Meter 


World’s leading makers of mailing machines... 
Offices in 93 cities in the U.S. and Canada. 


Picture \ {a J as 5 
Your Aé) | 
lea ed 
Prrney-BoweEs, Inc. 
1741 Pacific St., Stamford, Conn. 
Send illustrated booklet to: 


Name 





Firm 


Address 











READERS SAY 





“Are Proxies Qutmoded?” 


You have raised an important question 
in your editorial “Are Proxies Outmoded?” 
[June 15]. 

Stockholders must awaken to the im- 
plications of the times. They, too, have a 
responsibility to exercise their franchise. 
But how is this intelligently possible, in 
the absence of all relevant information? 

One step in the right direction, it seems 
to this writer, would be for stockholders 
themselves to organize voluntarily, inde- 
pendent of management. Then they could 
offer ry oem and recommendations 
bound to presented and discussed. 

Or enlightened management could pro- 
vide a brief, to-the-point question on 
and thus directly poll their stockholders. 

Every advanced step in better inform- 
ing the American investing public wi 
mean aid to understanding, mee. about 
renter confidence and, if properly han- 

led, lead to mutual benefits to con- 
cerned. 

—D. A. BowMaANn, 

Bowman & Company, 

St. Louis, Mo. 


Eight years ago the editor of Fores 
fou the Investors ue was its 
president until this year, because he was 
profoundly convinced of the vital neces- 
sity of security owners to organize on a 
national scale—B.C.F. 


I vote my proxy and do not hesitate to 
make comment, particularly about directors 
who have only nominal Roonaial interest 
in the firm, or, as is often the case, none 
at all. The replies I receive are often 
ludicrous and sometimes an insult to any 
person of intelligence. 

On the constructive side, I think that 
if the SEC ruled that only stocks regis- 
tered could be voted, many great evils 
which now prevail, because management 
can buy the votes of brokerage houses, 
would be cured. I think the individual 
stockholder would not feel so impotent if 
management were deprived of their pow- 
erful weapon—in votes—which they hold 
through their connections in Wall Street 
brokerage offices. 

—Davip KRAMER, 
Great Neck, N. Y. 


Here is a sheet from a stenographer’s 
notebook which may help you to decide 
what to do about proxies. 

Some months prior to the annual meet- 
ing, why not mail to stockholders the 
minutes of the last meeting (at least the 
highlights, questions and answers)—a re- 
view of what has been accomplished since 
then—a card to vote whether you thought 
management did or did not do a good job 
(and if you did not, your vote would be 
recorded that way by mailing it to a dif- 
ferent person, than if you approved)— 
and an invitation for suggestions, criti- 
cisms? 

Stockholders who responded would be 
eligible for certain stipulated rewards— 
perhaps a company-sponsored trip to the 
next annual meeting as an honored guest! 

Monthly, I would have the president or 
treasurer or sales manager or advertising 
manager, etc., take turns to send out a 
letter to stockholders which would review 
general developments, invite active par- 
ticipation in any possible way to boost the 
company, its products, its sales, cost re- 
ductions, future potentialities—to show the 


4 
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stockholder he is a member of the team 
Management, Worker, Shareholder. 

A stockholder’s paper issued every three 
months would be interesting and helpful 
Better still, mail monthly employees’ paper 
to him. Have a page or two devoted to 
the stockholder and the management, s0 
all three would have an interest in what 
the other is doing. 

Yes, a proxy is a cold, often useless 
thing, usually management-picked, man- 
agement-packed. But this blending of hu- 
man interest, constructive criticism, profit- 
able suggestions, should outlaw the cold 
proxy. 

—James A. Ross, 
West Haven, Conn. 


You have introduced a subject of very 
real interest to stockholders. I had decided 
a short time ago (partly urged by another 
investor) to write you on the subject but 
had postponed doing so. Like myself, this 
investor felt that, whatever the informa- 
tion furnished in the proxy statement, he 
was still unable to reach an intelligent de- 
cision regarding the merits of the manage- 
ments or the propositions they might sub- 
mit to be voted upon. 

To correct this situation, I suggest that 
so reputable and influential a financial or- 
ganization as Forses might find an addi- 
tional opportunity for service to investors 
by the creation of a Proxy Advisory Ser- 
vice, to which stockholders might appeal 
for advice before signing proxies. 

—Rospert A. Murray, 


Jacksonville, Fla. 


At least a year ago I wrote Forses sug- 
gesting a change in the manner of voting 
at annual meetings. However, my letter 
was merely turned over to the Investors 
League. 

I do hope this letter will receive just a 
little more consideration. My suggestion 
was this: 

Questions submitted to stockholders at 
annual meetings should be decided by 4 
majority vote of stockholders and not by 4 
majority vote of stock, which is now the 
practice. 

I believe that if the above suggestion 
were adopted much greater stockholder 
interest would result, inefficient manage 
ments would be changed to efficient ones, 
while the efficient groups would benefit. 

In short, I believe corporations w 
be changed from “Autocracies” to “De 
mocracies.” 

—W. O. FREvN), 
Muscatine, Iowa. 


It has been my routine to note the lack 
of stock held by directors and to retum 
the proxy with my refusal to vote for 
directors. Usually the president replies t 
the effect that the directors’ service is 
uable to the company. Such statements 
don’t impress me much because the b 
companies in the world lose the services 
of good officers and directors by death and 
retirement, but still continue in business 

Furthermore, from the owner or stock 
holder standpoint, the director who doesn’ 
own any stock doesn’t care a rap whether 
or not the stockholder gets any divid 

When the director is a banker he # 
interested in the high reserves of the com- 
pany and not in dividends. When wage 
eat all the profit it doesn’t interest him. 

My impotence in this respect reacts by 

(CONTINUED ON PAGE 82) 
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SIDE LINES 





Model Annual Report 


AMONG ouR editorial chores are always 
a few that entail “sticking one’s neck 
out.” One Forses feature that falls 
within this category is our Annual Re- 
port Ratings. 

Last year, among other reports, we 
rated that of the Peabody Coal Co. 
(see Forses, July 15, 1949). As re- 
ports go, it was a fairly good one, re- 
ceiving a score of 69%. Our analysis 
interested the company’s executives 
very much. Peabody had already un- 
dertaken considerable research on the 
subject, were going to do more, asked 
for our itemized list of scoring factors. 

After a mutual exchange of cordial 
letters, we thought no more about the 
matter until a few weeks ago we re- 
ceived a copy of their 22nd Annual 
Report for the year ending April 30, 
1950. Accompanying it was a letter 
which mentioned in passing that Pea- 
body had made a “comprehensive study 
of annual reports using the ForseEs 
method as a basis for their work.” 

The other day, via Railway Express, 
we received a formidable package 3 
feet square, half a foot deep. In it were 
two huge volumes of analyses by Pea- 
body’s staff of researchers. First phase 
of this meticulous study was a page- 
by-page comparison of the top annual 
reports graded last year in FORBES. 
Second phase was an attempt to syn- 
thesize a “model” report. 

After getting up the study, Peabody 
presented it before a panel comprising 
irrvestment bankers, insurance men, ac- 
countants, advertising men, and the re- 
search director of the Illinois Institute 
of Technology. It was then presented 
to the University of Chicago Graduate 
School of Business Administration. 

Forbes is gratified to have stimu- 
lated such a project. The Annual Re- 
port Ratings created much interest 
when first initiated, are still sparking 
corporate interest in the subject of bet- 
ter annual reports. 

With understandable restraint, 67- 
year-old Peabody Coal has not tried to 
prepare the “perfect” report all at once, 
this year. But it does feel that by grad- 
ual improvement each year it can even- 
tually achieve a more perfect share- 
holder summary. 

A model report is an elusive object 
at best, for each company must de- 
termine for itself what it wants to 
accomplish. We congratulate Peabody 
for its outstanding attempt to get 
Annual Report-ing down to a science. 





PENSION PLANS geared to the 


eXoTailaellolmal-y-te (Me) m (@) 0)" company 


"GUARANTEED : 
"DEFERRED ANNUITIES — 


The onaiest pension credit for every em- gy 
ployee on the payroll is fully: pene 4 
_ and guaranteed. 4 


Past service casita’ are. » purchased: for F 
employees in satan * ‘over a eg of 
yore: 


‘FULLY FUNDED 
DEPOSIT ADMINISTRATION 


Equitable estimates amounts needed to 
finance benefits of plan. 


Contributions are accumulated at interest 3 
in a fund from which annuities are pur 
chased as employees retire.. 


NON-CONTRIBUTORY 
FLEXIBLE FUNDING > 
DEPOSIT ADMINISTRATION | 


Annuities. purchased as employees 7 
tire, with any degree of advance funding! 


desired by employer. 
WRITE FOR THIS 


NEW BOOKLET 


EACH OF THESE THREE PLANS PROVIDES 


@ Complete relief from investment responsibility. Pension fund 
merged with Equitable’s total assets thereby sharing full) 
in Equitable money-management. 


@ Low handling charges. 
@ Money not needed for benefit payments, expenses, and 


contingencies—returned in dividend payments based 
individual case-experience. 





| Cote tiled that: awk maximum | safe- 
guards in funding. 


a Available to groups ‘of. about 50° or. 
_ more Lemnlovess. : 


Companies that want. a : ids cholea: 
in determination of | benefit formula: 
- and flexibility in funding. 


~ Available. to Groups. of 1 {000 or more - 
: employee. ee : 


| Companies. odopting | the type of sci 


currently resulting from collective bar- ; 


gaining. 


, Available i +a cases in which annual 


contributions amount fo at least 
$15,000. : 


ADVANTAGES” 


1. This is the only methed which as- 


sures: complete discharge of each 
year’ $ obligations. 


2 In event of sale or merger of the | 
company or discontinuance of the | 
‘plan, all pension credits to date. . 
are guaranteed. 


. Guaranteed rates assure a ceiling : 
on pansies: cost. 


1. Valuable guarantees on interest 
rates and annuity rates. 


2. An independent accredited actuary 


- if desired, may be employed to 

recommend size of contributions. 
Lower contributions than required 
under Plan 1 will be accepted. . 


'3.. Guarantee of income to retired em- 


_ ployees. 


1. Complete flexibility as to plan pro- 
visions, and amount of advance: 
funding. 


2. Guarantee of income to retired em = 


ployees.. 


3. Continuous actuarial counsel by | 
The Equitable. 


As the originator of Group Insurance with more than 20 years’ experience in 
sound pension planning—The Equitable Society has the facts and the know-how 


vital to any pension discussion. 





THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES 


THOMAS |. PARKINSON - 


PRESIDENT 


393 SEVENTH AVENUE @ NEW YORK 1, NEW YORK 





Perfomance , 


The performance of the new FRIDEN ultra-matic calculator 
has enabled the development of new methods... 

resulting in unbelievable reductions in the time required to 
secure answers to numerous business problems. 


As an example. . with the use of this new calculator and the 


FRIDEN AUTOMATIC MONTH COMPUTOR 
and REBATE METHOD 


it enables Banks, Business Houses, Retail Stores and Automotive 
and Appliance Dealers to figure rebate interest and earned or 
unearned interest on Installment Loans...in a matter of seconds. 
No matter what your business is, we urge you to call 

your local Friden representative and arrange for a demonstration 


on your own work...in your own office, without obligation. 


Friden Mechanical and Instructional 
Service is available in approximately 250 
Company Controlled Sales Agencies 


throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT ~ SAN LEANDRO, CALIFORNIA +» SALES AND SERVICE THROUGHOUT THE WORLD 





TWO.-LINE 


EDITORIALS 





——..., 


America's giant industrial machine—key. 
stone of nation's power and strength 
is greatest guarantee of peace. 


Korean war is the big test for the 
United Nations. 


Mid-year finds business picture stil] 
“rosy.” 


Prosperity will continue for rest of year 


if we act rationally, don’t lose ow 
heads. 


There is no reason for panic buying. 


Farmers are in strongest position in his- 
tory to meet food requirements. 


Upward price trend has been halted. 
Let’s “hold the line.” 


Russia wants peace! Her terms: world 
rule. 


Communism is on the run in America. 


Strikes now strike at the country's wel- 
fare. 


Labor’s next objective: a guaranteed 
annual wage. 


Don't sacrifice good, dividend-paying 


stocks. 
There are no better investments. 


War uncertainty may doom excise tax 
cuts. 


Government's deficit for fiscal year: 
$3,122,000,000; gross public debt: 
$257,357 ,000,000. . 


Bright spots: Employment (61,482,000), 
production, spending are near 
levels. 


Vacation travel is booming. 
There is keen demand for top salesmen. 


Hawaii and Alaska deserve statehood. 
If you can’t pay for it, do without it 
Wait until you save the money. 

For your future, depend upon your- 
self rather than upon political hana 
outs. 

Russia is stronger militarily, but dare 
she risk war with an economic 


stronger America? 


Our guess: No. 
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TO EXECUTIVES: CURE PROXY PROBLEM! 


This is to warn corporation executives that the present 
system of perpetuating directorates and managements, 
through the issuance of proxies, has become intensely 
unpopular, untenable, urgently needs change, curing. Just 
how the problem can be solved, I have not enough brains 
to outline. 


My very earnest recommendation is that business leaders 


get together and nominate the most influential, responsible’ 


committee possible to conduct painstaking, fundamental 
study of the whole matter, and that such a committee in- 
clude representatives of the Investors League. 

It becomes clearer and clearer that savers and investors 
are so dissatisfied with today’s proxy practices that they 
not only feel impotent but are refusing to furnish adequate 
additional capital to insure preservation and perpetuation 
of our investor-owned economy. 

It does not require prophetic sense to realize that unless 
directorates and managements voluntarily effect reform, 
politicians will by and by step in and “cure” the situation 
in a way which unquestionably will not be relished by cur- 
rent beneficiaries of the prevalent obnoxious practice. 

Executives, directors, bestir yourselves in time! (See 
pages 4 and 16.) 


$4-AN-HOUR: NOT MAINTAINABLE 


As a home-owner, I have received a bill for plumbing. 
The charge is $4-an-hour. How many millions of families 
can pay such a charge? Home-building, construction, is at 
the moment booming. But how long can it last on this 
present cost basis? The vast majority of ordinary folks are 
not earning $4-an-hour, are not in a position to build homes 
at any such costs. A day of reckoning, in my judgment, is 
coming. Of course, the Federal Government, with its lavish 
misuse of taxpayers’ money, is inflaming the building boom, 
making it possible for millions of thriftless citizens to acquire 
homes for practically no initial payment. 

But even the Federal treasury is not inexhaustible. Our 
Federal debt is ballooning unconscionably. Unless Wash- 
ington alters its vote-currying tactics, disaster would seem 
inescapable. No nation can live in the 


“With all thy getting, get understanding” 





I am reminded of an ordinary, frugal American citizen 
who, many years ago, declared: “I prefer to invest my 
money in strictly local concerns, such as our public utility 
companies, where I can see the smoke coming from their 
chimneys.” 

The New Deal and the Fair Deal have not so treated 
individual and family savers as to encourage them to send 
their savings abroad. 

Before it can hope to inspire investments overseas, the 
Administration must first demonstrate determination to safe- 
guard the interests of investors in domestic equities. 


HOW TO BE HAPPY IN AGE 


More than a generation ago I read in a British publication 
such a brilliantly forceful speech that I made it my busi- 
ness to get into contact with its author, Herbert N. Casson, 
then unknown to me. We have been intimate friends and 
correspondents ever since. He has just passed his 80th 
birthday, still writes every word of his monthly Efficiency 
Magazine, in London. When I lunched with him less than 
two years ago he didn’t look more than 60 or 65, at the 
most, was full of pep and radiated optimism. 

He long ago evolved a philosophy for successful, happy 
living in old age, a philosophy which he is still practising 
phenomenally successfully, a philosophy which includes 
pointers on how to build up a fruitful career. Briefly, it is: 


Do something creative every day. 


In his May issue, he declares: 


First, a purpose, then do something creative every day to 
carry out this purpose. That will develop a man’s self-reliance, 
intelligence and character. It will enable a man of even moderate 
abilities to become a leader. 

A manufacturer of motor cars once told me that he made it a 
habit to write out every morning a list of ten things to be done 
during the day. “Usually,” he said, “but not always, I got those 
ten things done.” 

Just as a big house is built of many small bricks, so a big 
business is made of many small efforts and purposes. A career, 
too, is built that way. 

A helpful purpose is always one that requires you to do some- 
thing creative. If a young man says, “I want to have a good 
time,” that is not really a purpose, as he only wants to be 

amused. A real purpose requires willpower 





political, financial clouds forever. 


POINT FOUR HOOEY 


More hooey emanates from Washing- 
ton about Truman’s idealistic Point 
Four than about any other international 
Proposal. The treatment of American 
investors at home has been such that 
few of them are likely to entrust their 
Savings to foreign concerns. 





FORBES EDITOR VISITS 
BRITAIN TO INVESTIGATE 
B. C. Forbes, our Editor and Pub- 
lisher, is leaving to investigate 
conditions in Britain, political and 
social, with a view to ascertaining 
the prospects for the re-election 
or the defeat of the Labor Gov- 
ernment. His dispatches will ap- 

pear in future issues. 


and thought. 

When a man has a purpose, he is steer- 
ing, but when he has no purpose, he is 
drifting. 

To move under your own power, from 
purpose to purpose, gives you a sense of 
progress. You know you are gaining, and 
this encourages you to keep on. Every year 
you increase your managerial and creative 
abilities. 

There are a few purposes that everyone 
should have. We might call them “basic 
purposes.” “To keep well”—that is one of 
them. “To make friends”—that is another. 
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Everyone can have friends and nearly everyone can have a 
— body, by giving a thought to health and friendship every 

y. 

Decide what you want to do and go after it. 

Remember the late Lord Roseberry. When he was a lad at 
college, he said that he had three purposes: To marry a rich 
girl, to win the Derby and to be Prime Minister. He succeeded 
in all three. In fact, he did more, because he won the Derby 
three times. 


I have a suspicion that some of my young editorial asso- 
ciates—most of my associates are young—feel that it is a sign 
of senility for the Old Man to write so much “senti- 
mentality,” as they would call it, so much about cultivating 
friendships, so much about how to be happy as age 
lengthens. ) 

But, after all, aren’t more and more human beings liv- 
ing longer? Are they not worthy of consideration, entitled to 
avail themselves of every practical suggestion on how to 
enjoy their remaining years? 


* 
Not living within your means means 
misery ultimately. 
* 


THESE BUREAUCRATS COURTEOUS 


Too few Federal bureaucrats realize that they are ser- 
vants of taxpayers. Far too many of them act highhandedly. 
"Twas refreshing, therefore, for me, on visiting the Passport 
Office of the Department of State, in Rockefeller Center, 
New York City, the other day to experience notable cour- 
tesy, when I had occasion to submit papers for a new 
_ European passport. 

First, the blonde gentleman at one of the information 
desks was most polite, not merely to me but to others who 
had some difficulty in making their desires known because 
of their poor command of the English language. This gov- 
ernment employee didn’t stop at performing his duties pleas- 
antly, but in each instance he expressed the hope that the 
passport applicant would enjoy his or her trip abroad. 

When I was passed on to another bureaucrat, whose duty 
it was to scrutinize my application with meticulous careful- 
ness, and to have me swear my allegiance to the United 
States, he also was polite, agreeable, helpful. 


. 
Cheerfulness is the best medicine. 
* 


WHY THIS SMALL BUSINESSMAN QUIT 


- In a letter headed, “You win, Mr. Truman,” a small busi- 
nessman, veteran of World War I, tells why he feels com- 
pelled to quit. He blames Washington. Extracts: 


Like many other Americans, I started this business on a shoe 
string, as a veteran, 30 years ago. I worked hard and with little 
more than the “Golden Rule” as a yardstick; I expanded it for 
about 15 years and had no serious trouble in keeping it in a 
good, healthy condition. Contrary to Brain Trust “double-talk,” 
I valued and enjoyed the help and cooperation of Big Business 
that supplied some of my materials and some of my markets. 

Then I began to feel the effects of un-American Brain Trust 
regulations, supplemented by ever-increasing tax liabilities. . 


KOREAN ANALYSIS 


Forbes has nothing but high praise for the way our 
Government has responded to the Korean invasion. Another 
Munich has been avoided. Russia now knows that we are 
ready and willing to put our military might where here- 
tofore only our mouth has been. 

We are fortunate in having General MacArthur on the 
spot, and in having at least some well-trained troops, and 
some equipment at hand. 

The outcome? No one doubts that the North Korean 
Russian puppets will be driven back beyond the 388th 
Parallel, but it may drag out longer than hoped. Man- 
power, trained to stand against tanks when your own side 
lacks tanks, is not easily found. I remember the awful fear- 
fulness of hearing, then seeing enemy tanks when our own 
were elsewhere. Despite anti-tank guns, bazookas, etc., our 
Army seems to have underestimated the terrifying effect 
on nerves of a metal monster rolling toward a man in a 
hole. It is high time we paid more heed to tanks, and 
less heed to discussions of their limitations. From all pre- 
liminary reports it would seem the presence of enemy tanks 
has played a major part in early Korean reverses. 

What will be the effect of this “bandit extermination” on 
the stock market? I think our scare selling, while under- 
standable, has been overdone. The crisis clears the air. It 
certainly spells increased deficit spending—most inflationary. 
It may mean more taxes, and, if prolonged, may mean cer- 
tain profit controls. But the pattern of the last conflict 
shows clearly that panic and depression don’t take place 
when the nation faces conflict. 

We have acted wisely because we have acted boldly, 
clearly on behalf of the right, on behalf of freedom. There 
is no reason to doubt the outcome, no reason to fear 
economic reversals at home. By the present action, we 
stand nearer peace than a month ago; only uncontrolled 
inflation could hurt. 

The market, in the writer’s opinion, will settle down, and 
likely climb again.—MaLcoLm Forses. 





I can’t continue. At 54, I prefer to go fishing (not at the tax- 
payers’ expense). 

Just as the Brain Trust “planned it,” you can take this busi- 
ness over at a big bargain. I would like to see you operate it 
according to Brain Trust regulations, and pay Brain Trust taxes, 
and then remain “liquid” as you compel me to. 


Little Business overwhelmingly declares that its arch- 
enemy is not Big Business, but the multifarious burdens 
imposed upon it by the Federal Administration, burdens 
which include, not only heavy personal and other income 
taxes, but innumerable vexatious government-demanded 
“forms” entailing endless time and expense, inordinate wage 
increases fanned by the Fair Deal’s kow-towing to union 
leaders able to influence votes. 

Will a majority of the American people in November of 
this year and again in November, 1952, awaken to a reali- 
zation that what America needs most of all is less govert 
ment, not ceaseless spawning of more, more, more govem- 
ment, not unlimited multiplication of Federal tax-eaters? 


* 
Relaxing rejuvenates. 










ean 


Sth 


side 


led 


and 


te it 
axes, 


rch- 
dens 
dens 
ome 
ided 
vage 
nion 


or of 
-eali- 
yern- 
yern- 


SP 


WASHINGTON 





by POLICRAZ 





THE FAT is in the fire. Let's face it: Ko- 
rean "incident" may conceivably blow up 
into a first-class war. In any case, it will 
cost plenty. Cheap isolated wars are a 
thing of the past. There's no such thing 
as a "$2.98 bargain" in wars. 

Washington officialdom, burning the mid- 
night oil, is wondering what the Russians 
will do next=-=-not in the Far East, but in 
Europe. Blackout of Berlin is viewed as 
only the beginning. Washington small fry 
worry about what's going to happen to this 
country's Capital. 


IT'S NOW apparent that the official Rus- 
Sian line before the North Korean invasion 
forces began to move was to depreciate the 
importance of Korea. In effect, it was the 
line put out by none other than Secretary 
of State Dean Acheson, his good friend Owen 
Lattimore, and others of the small group 
who have made American Far Eastern policy 
for years. 

Truman reversed this policy=--to his un- 
dying credit. But whether he has reversed 
the policy of feeling that every exposure 
of Communist influence in the Government is 
a "red herring" remains to be seen. 


SEVERAL WEEKS AGO, one of FORBES Policrax 
reporters asked Clark Clifford, former 
ghost-writer of the President and still a 
White House habitue: "Will Acheson resign 
Soon?* 

Clifford, in his dead=-pan, ultra-serious 
manner, drew himself up to his full impres- 
Sive height and said: "The President will 
Stand by Dean Acheson because the President 
believes Dean Acheson is the greatest Sec- 
retary of State in history!" 

Republican demands for Acheson's resig- 
nation--in view of Truman's cockeyed feel- 
ing of loyalty to all subordinates--can 
delay the inevitable, but nothing can 
change the political fact that someone's 
head must roll. And Acheson's head is the 
most logical. When he is fired, those who 
Should know predict Acheson will be suc- 
ceeded either by Chief Justice Fred Vinson 
or Coordinator W. Averell Harriman, more 
likely the latter. 
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IT SHOULD be pretty clear by now that Sen- 
ator Walter F. George (D.-Ga. ) frowns on 
the House=-passed tax bill, which is noth- 
ing but "class legislation" of the most 
subtle and pernicious sort. 

As many a Republican Congressman has 
pointed out, this bill will work like a 
booby=trap on the average householder. It 
will lower some excises, yet make price 
rises inevitable on many commodities which 
householders must have, since corporations 
must pass on tax increases to their con- 
sumers. 

Talk began to be heard, right after the 
Korean flare-up, that no tax bill would be 
enacted this session. There is a good 
chance that this is correct. 

It is certain that Senator George, chair-=- 
man of the powerful Senate Committee on 
Finance, frowns on the corporate taxation 
phases of the legislation. The Republican 
House effort to split the excise reforms 
from the corporate taxation phases may make 
hay in the Senate, where there are closer 
working arrangements between conservative 
Southern Senators and Northern Republi- 
cans. 


THERE IS AN air of "misahappahension," as 
Jimmy Durante would say it, in the Demo=- 
cratic High Command about their chances of 
holding their strength in the Senate and 
House of Representatives this fali. 

Defeat of New Dealing Senator Frank 
Graham in the North Carolina primary, plus 
Senator Claude Pepper's demise, plus re=- 
ports of resurgent Republican financial 
strength, are making William Boyle, chair- 
man of the Democratic National Committee, 
lie awake nights. 

It's felt that President Truman's ac- 
tion, belated though it might have been, 
in taking a strong stand in Korea, has 
helped the party's chances greatly this 
fall. 

Republicans, on the other hand, aren't 
cocky by any means. They have an air of 
quiet hopefulness. There was a hush-hush 
meeting of Republican bigwigs at the Stat- 
ler Hotel here recently, at which campaign 
plans were unveiled. The "plans" consisted 





mainly of numerous gimmicks available on 
a@ discount basis to Congressmen. There is 
& Slide machine contraption, an interview- 
ing machine, a chance to have a cartoonist 
draw the Congressman's portrait and put it 
in a pamphlet and other doodads=--all used 
for years by the Democratic National Com- 
mittee, incidentally. 

Guy George Gabrielson, chairman of the 
Republican National Committee, is lunching 
occasionally on Capitol Hill now and mak- 
ing friends with key Congressional leaders. 
He reports that he has raised all of his 
budget for this year and will be able to 
meet the payrolls for the huge staff he 
maintains at headquarters. 

Senator Owen Brewster (R.-Me.), chairman 
of the Republican Senatorial Campaign Com- 
mittee, very active in Capitol cocktail 
circles, still thinks that all factions of 
the Republicans should use "Communisn, 
Confusion and Corruption" as the general 
line of attack against the Democrats. 

But the Republicans are an individualis- 
tic crowd. Every one of them is still carry- 
ing on his own party line, which consists 
in too many instances of being against 
everything in sight, unless it is So popular 
he can't afford to say so. 


_ MOVIE MOGULS are keeping the long-distance 


wires between Hollywood and Washington 
humming, trying to upset the ruling they 
believe the Federal Communications Commis- 
sion has in the works. The ruling, Holly- 
wood hears, would prohibit any film com- 
panies that had been convicted of violating 
the anti-trust laws or other Federal laws 
from owning television station licenses. 

This being a campaign year and Hollywood 
being undecided about which party to sup- 
port, it was quite thoughtful of the FCC 
to pose such an issue. The Democratic Na- 
tional Committee's campaign chest should 
benefit thereby. 

No agency in Washington is "pressured" 
more than the FCC, whose officials almost 
always graduate into the lucrative influ- 
ence business as soon as they tire of their 
small-pay Government posts. 

Movie makers are reconciled to being pre- 
vented from obtaining TV licenses if other 
qualified applicants for a certain wave 
length are in the running. But the film own- 
ers believe they can get the kind of deal 
newspapers have and not fare too badly. 


IT HAS remained for a Fair Dealer, Repre- 
sentative Foster Furcolo (D.-Mass.) to pin- 


point a fact that often has been hinted-- 
here and elsewhere: namely, that the U. §, 
Senate, with a group of octogenarians and 
septugenarians in power, is most careless 
with the people's money and actually is the 
spendthrift body on Capitol Hill. 

Furcolo, in a little-noticed speech in 
the House, recently produced figures on ap- 
propriations passed by the House each year, 
the Senate each year, and the amounts fi- 
nally decided in conference between the two 
bodies, since 1940, to prove that the Sen« 
ate has been instrumental in upping appro- 
priations by some $18 billion. 

The figures show, in fact, that from 1940 
to 1950, the Senate voted to spend $18,- 
390,210,943 more than the House of Repre- 
sentatives was willing to vote. 

"No matter how it is analyzed," Furcolo 
told his colleagues, “the fact is that the 
Senate has consistently voted to spend more 


money than the House has been willing to 


spend. On an average, the Senate exceeds 
the expenditures wanted by the House by 
anything from $1,250,000,000 a year to a 
little over $2,000,000,000 a year. 

"I am not trying to make a point that the 
House of Representatives is not spending 
too much money simply because the Senate is 
spending more. It may well be that, even 
though the House wants a great deal less 
money spent, even the House may be too high. 
I merely want to point out to the people of 
the Nation that, if they want to cut down 
on expenditures, the first task is to begin 
with the Senate.” 


DEMOCRATS CONTINUE to build up the hopes 
for hydro-electric developments throughout 
New England and the Northeast a la Hoover 
Dam, Grand Coulee, etc. This is political 
bait for disgruntled New Englanders. 

Hearings have begun on S. 3707, which 
would established a New England-New York 
Resources Survey Commission. 

Also, a coalition of Rural Electrificae- 
tion Administration cooperatives in the 
Northeast are banding together for steal 
plant development as well as dam-building. 

"Cheap" public power--in reality nothing 
but subsidized power--is the biggest plank 
in the Administration's domestic platform 
these days. Truman has found he can get 
lots of money from certain private power 
moguls by threatening them with extinction 
any time they get stingy. He has found this 
a good hook with which to catch ignorant 
voters, as well as the best campaign-con- 
tribution device in his bag of tricks. 
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The BUSLNESS Pipeline 





by the Editors 








PRICES Critical of price advances in many 


items, members reporting to the 
National Association of Purchasing Agents 
(prior to our Korean intervention) were 
taking as short a view of future coverage 
as possible. Caution remained their 
watchword, with the top side of 30- to 
90-day bracket being the general policy. 
Post-Korea reaction to commodity markets 
so far is characterized by restraint. ... 
While industrial prices had advanced over 
a wide range, one indication that the 
price level for consumer goods had more 
or less stabilized during the last 12 months 
was evidenced by Sears, Roebuck's fall 
and winter general catalog. Out of 2,280 
separate items, 42% showed no change, 31% 
recorded modest increases, and the re- 
maining 27% registered a decline. 
AGRICULTURE Decision of the U.S. to 
support the six basic agri- 
cultural commodities at the mandatory 
90% of parity level again focusses atten- 
tion upon the cost of such programs. Since 
1946 total losses have amounted to over 
half a billion dollars. The government 
now has about $4 billion tied up in crop 
Supports, just received another $2 billion 
to continue such activity. Meantime, farm 
income is running 9% below last year, due 
to lower prices, drop in volume of market- 
ings. Farm debt, increasing since 1946-- 
a total of $10.8 billion outstanding at 
the start of the year was 42% more than 
the low point reached in that year--is 
expected to rise, although authorities 
feel that such debt is at a moderate level. 





CONSTRUCTION Replying to a survey, 5,500 
general contractors an- 
ticipate volume of new construction this 
year to exceed $22 billion, with total 
volume, including maintenance and repairs, 
to run over $30 billion. Only category 
off is highway construction. This lag is 
due to failure of some states to finance 
their programs, while others have exhausted 
Federal aid funds. Competition in the 
industry is very keen, labor and material 
Prices have gone up in many cases, and a 
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majority of pollees report several ma- 
terials in short supply, led by steel, 
lumber, cement. 

PAPER Cause and effect: Recently re- 
ported price advances in the pulp- 
wood market have touched off an inventory 
building drive by consumers that is keeping 
the paper and paperboard industry at 
contra=seasonal production highs. 

THRIFT We're still practicing thrift-- 
a gain of $67 million in savings 
banks deposits by the end of May brought 
total déposits for the 12-month period 
ending May 31, 1950, to over $1 billion. 
Five-sixths of the growth in regular de- 
posits represented new savings, as opposed 
to dividend credits. ... Mortgage lending 
continued as the chief source of savings 
bank investment, with end of May holdings 
showing a 12-month increase of $1 billion. 
DEBT We're also increasing our debt-- 
overall consumer credit is between 
$18-19 billion, mortgage debt near $40 
billion, while a consumer survey by the 
Federal Reserve Board indicates that three 
out of every ten spending units spent 
more than they earned last year. While many 
view this development with alarm, others 
point out that such figures are not high in 
view of high personal income, high level 
of savings. 
SIDELIGHTS New business incorporations 
of 43,577 for the first five 
months of the year gained 19% over the 
corresponding period last year. Current 
total, however, reports Dun & Bradstreet, 
was 4.6% below the 1948 mark. . .. Ex= 
ceeding the firm's own estimates, General 
Electric appliance sales were 20% higher 
for the first half of 1950, as compared 
with the same months in 1949. One good 
reason: more and more speculative builders 
are installing complete electric kitchens 
in homes for sale. . . . All-time highs in 
passenger mileage are being set by air 
lines, with one line exceeding the 6,000,000 





‘daily figure twice in one week recently. 


many jobs 





WHAT'S IN A NAME? “The Iron Horse’”’ is mostly steel today, and so is the train 
it pulls—whether the locomotive is diesel-electric or steam, whether cars are 
de luxe stainless steel passenger carriers or lightweight freight cars of famous 
U-S’S Cor-Ten Steel. And incidentally, the 794,000 miles of rails that make 
up America’s enormous network of railroad trackage, are also made of steel. 


LATEST THING IN SCAFFOLDS is the use of jointed steel pipe to form the trestles on 
which temporary walkways are laid. You’ll see scaffolding like this on hundreds 
of building repair and modernization jobs today . . . and in many cases, 
the pipe used to make the scaftolding will be U-S°S National Steel Pipe. 
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tia DOLLY GETS A BATH! Research in U.S. 
ae Pt Steel laboratories improves everything, 

=. even such lowly articles as wash tubs, scrub 

Sig pails and ash cans. A new galvanizing 
ey ™ process developed by United States Steel 
pale org Ny ; has added extra life and wear to all prod- 


“ 


ee ee ee ucts made from U-S:S Galvanized Steel. 


UNITED STATES STEEL CORPORATION of DELAWARE, 436 Seventh Ave., Pittsburgh 30, Pa. AMERICAN BRIDGE COMPANY « AMERICAN STEEL & WIRE COMPANY and CYCLONE FENCE 
NATIONAL TUBE COMPANY * OIL WELL SUPPLY COMPANY * TENNESSEE COAL, IRON & RAILROAD COMPANY © UNION SUPPLY COMPANY © UNITED STATES STEEL EXPORT 
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FROM BOSSIE TO BABY’S BOTTLE in the city 
is a complicated journey for milk. But 
at every step of the way, equipment of 
U-S:S Stainless Steel (like the tank truck 
in the picture) helps to safeguard its 
purity. No other metal is cleaner, more 
resistant to corrosion, better-looking. 
These qualities make it ideal for use 
in hundreds of household articles, too. 


SWING 20 TONS OVER A GORGE. This is the Mt. Morris Dam in process of 
construction on the Genesee River in New York. And that huge bucket, 
weighing more than 40,000 pounds when loaded with concrete, swings back 
and forth across the gorge on a strong cableway operated with U-S:S Tiger 
Brand Wire Rope. In supplying steel and cement for projects like this, United 
States Steel continues its number-one job of helping to build a better America. 


Listen to .|.. NBC Symphony Orchestra, presented every Sunday evening by United States Steel. 
National Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 


..and this label is your guide to quality steel 


UNITED STATES STEEL 
Helping to Build a Better America 


DIVISION * CARNEGIE-ILLINOIS STEEL CORPORATION * COLUMBIA STEEL COMPANY » CONSOLIDATED WESTERN STEEL CORPORATION * GERRARD STEEL STRAPPING COMPANY 
COMPANY * UNITED STATES STEEL PRODUCTS COMPANY * UNITED STATES STEEL SUPPLY COMPANY * UNIVERSAL ATLAS CEMENT COMPANY « VIRGINIA BRIDGE COMPANY 
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STOCKHOLDER RELATIONS ROUNDUP 


Recently Forses invited several experts to a hair-down discussion on the subject 

of stockholder relations. They were: 
VeRNE Burnett, public relations and stockholder relations consultant. 
STANLEY HELLER, member, New York Stock Exchange. 
JEREMY JENKs, security analyst for Baker, Weeks & Harden, a member firm. 
DeWrrt Conky, stockholder relations consultant. 
Haro_p Sutton, treasurer, Consolidated Edison Co. of New York, Inc. 
Host to the gathering was publisher B. C. Forbes, with associate publisher 


Malcolm Forbes acting as moderator. The editors of Forses also participated 
in the discussion, a condensed transcript of which follows. 


B. C. Forses: First, 1 want to say 
I A omg and we all do, your com- 
ing here. Trying to improve stock- 
holder relations is an old, old story 
with Forses magazine. We have been 
hammering at it for years and years, 
but not with adequate success—to put 
it mildly. 
Personally, I have always felt, and 
still feel, that the great majority of 
managements have fallen down ab- 
oo on the job of getting close 
enough to the stockholders. Too many 
managements have acted as if they 
were convinced they owned the com- 
_ panies lock, stock and barrel, and even 
that they were above criticism, and 
many of them have resented criticisms, 
no matter from what source. 
MaLcoLm Forsss: I was trying to 
think of a term common to our panel 
of five experts. Bob [Robert K. Hei- 
mann, Managing Editor] suggested 
that you are all students of stockholder 
relations in one capacity or another. 
What we might do is take such a 
broad statement as “What do you see 


as the point and purpose of ‘stock- . 


holder relations’?” and go around the 
panel for varying views. Mr. Heller, 
I wonder if you could handle that one 
to begin with. 

Mr. Hever: The first thing I 
would like to say is I think the words 
“stockholder relations” ought to be 
changed and called “financial rela- 
tions.” “Stockholder relations” is being 
misinterpreted entirely too much; so 
much so that people are beginning to 
think that it is something strictly for 
the stockholders, whereas my end of 
the work is not for stockholders en- 
tirely but more for the financial com- 
munities. . 

I have been in Wall Street since 
1913. I found over all those years that 
I couldn’t get from some companies 
up-to-date facts. A lot of them were 
cooperative, but in most cases I could 
not get the dope that I wanted. 


I find that a liaison‘must be formed 
between company management and 
the financial communities to keep an- 
alysts, security advisers, banks, brokers 
and dealers up to date on what is 
going on within the company you 
might represent. 

Maco” Forses: Mr. Sutton, can 
you give us your views? 

Mr. H. Sutrron [Consolidated Edi- 
son]: Generally speaking, I agree with 
Mr. Heller's views. I think that the 
thing is broader than only the stock- 
holders. 

From the standpoint of company 
management, your situation is a good 
deal like dealing with individuals any- 
where in any phase of life. You like 
to have people like you; you like to 
be able to get along with them; you 
like to be able to convince them that 
what you are trying to do is the right 
thing to do, and the best thing to do 
from their own standpoint. 

Mr. Burnett: I, like the other two 
gentlemen, think that this subject goes 
beyond stockholders and includes se- 
curity analysts, investment counselors, 
brokers for estates and trusts, etc., 
who are sometimes stockholders and 
sometimes students of your company. 

A great many companies need or 
will need new capital, and that to me 
is the purpose of some companies’ ef- 
forts in this directon. They want to 
keep their names and their products 
understood, and when the time comes 
that it is necessary, it will be easy for 
them to get the capital they need for 
expansion. 

Other companies, in the consumers’ 
goods field, find that properly culti- 
vated stockholder groups will actually 
increase the sales of their products. 
Stockholders properly conditioned will 
talk with dealers and with their 
friends and with the owners of res- 
taurants and clubs, etc. One check 
made in the consumers’ goods . field 
showed that one group of some 70,000 
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stockholders bought as much as two 
million average individuals. So it is a 
force of considerable size and power. 

Looking at it defensively, if you 
have a poorly-informed or a misin- 
formed stockholder group, you may 
have nuisance suits or troubles of vari- 
ous kinds which you wouldn't have if 
you had stockholder goodwill. 

Mr. Jenxs [Baker, Weeks & Har- 
den]: I take a slightly different ap- 
proach to the question, perhaps be- 
cause my work and interests are dif- 
ferent. 

I saw figures prepared by the gov- 
ernment to the effect that about 5 per 
cent of the people with savings to in- 
vest buy common stocks. The reasons 
assigned by the 95 per cent who do. 
not buy common stocks for not buying 
them are that common stocks are too 
risky, that they do not have the knowl- 
edge and information necessary to in- 
vest in common stocks, and reasons of 
that . 

I think the objective of any stock- 
holder relation program is to cure the 
basic conditions that cause this situa- 
tion. I think it comes down to a ques- 
tion of distrust by the great bulk of 
the investing public, or potential stock- 
holders, of what they think of as the 
“insiders.” 

Now, the “insiders” are, perhaps, 
people like myself, who are better in- 
formed, who have access to more in- 
formation, who sometimes have infor- 
mation as to earnings and prospective 
dividend action before that information 
becomes generally public. 

I think the great problem in stock- 
holder relations is: How can the great 
mass of the American public with 
money to invest be put in a position 
of comparative equality with the small 
group of oted “insiders”? 

Mr. Conxuin [DeWitt Conklin As- 
sociates]: They've got to be stock- 
holders first. 

Mr. Jenks: I don’t know. Do they? 
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Mr. Conxuin: There is not much I 
can add to all of this, because I agree 
with everything that’s been said. I 
still would want to see somebody do 
something about management and bet- 
ter stockholder relations, but manage- 
ment first—getting them sold on it. 

RopertT K. Hermann [Managing 
Editor]: Assuming that all these things 
are desirable—selling free enterprise, 
selling more stock, keeping your own 
stockholders as happy as possible and 
full of goodwill as Mr. Burnett would 
like to have them, the first question I 
would put is this: Can you conduct a 
good stockholder relations program us- 
ing only printed material—dividend en- 
closures, annual reports, interim letters, 
special letters, letters of welcome? Can 
you do it completely on an impersonal 
basis, strictly through advertising or 
ublic relations approach, with pub- 
ished material only? 

Mr. HELLER: There are two rea- 
sons why it can’t be done. First, there 
is a very technical rule that companies 
will not give their stockholder con- 
sultant their stockholder list. There- 
fore, if we are maintained by a cor- 
pen, we can't get to every stock- 

older. If we say, “You send it out,” 
they say it is too much trouble, they 
don’t want to do it. 


Interim reports and such things will 
go out from the company, but there 
are so many other things that happen 
during the course of a year that the 
stockholder should know about. They 
don’t get that information unless they 
get it from Standard & Poor’s, Fitch’s 
or Moody’s, or any analyst they may 
g° to, or in some broker’s house. If 

ey don’t go to them, they don’t get 
the information they should. 

Mr. Surron: We do send out literal- 
ly everything which we think the 
stockholders would be interested in. 
As a matter of fact, some of our stock- 
holders think we send out too much. 
We never send out an annual report 
but what we get back some letters— 
no more than a dozen out of 157,000 
people—protesting we are wasting the 
company’s money by printing such an 
elaborate report. 

We have a dividend enclosure that 
goes with each one of our dividends. 
Each time we get back one or two 
with a note, “Why do you send me 
this junk?” 

Mr. Burnett: I made some studies 
some years ago, and at that time bank- 
€rs and brokers had the greatest influ- 
€nce on people’s choice or selection of 
stock. But today, as you say, the ana- 
lyst, the investment counsel, etc., are 
by far the most influential, and that 
would include the trust people, of 
course, 


On the printed matter, that has to 
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“ 


. . . to keep analysts, security 
advisers, banks, brokers and deal- 
ers up to date on what is going 
on within the company.” 











be the main communication with stock- 
holders scattered all over the country. 

I think you need to give a lot of 
attention to the stockholders’ meetings, 
where you have personal contacts. 
Some new elements are coming in, like 
guided tours for stockholders, and 
somebody who is primed to answer the 
phone or write a personal letter when 
a stockholder inquiry comes in, and a 
good deal of other communication, like 
acknowledging the proxy. That seems 
to be a growing practice, and rather 
well received. Consumers’ goods com- 
panies are more and more selling 
Christmas packages at a lower cost, 
which makes a great sampling cam- 
paign for stockholders. There are a lot 
of other things besides printed material 
to round out the program. 

B. C. Forses: What are the limita- 
tions to the plan that a limited number 
of, I would say, alert managements are 
now following—like General Mills and 
Johns-Manville to mention only two— 
who take great pains to arrange stock- 
holders’ meetings at different districts 
of the company? Is that a field that 
could be and should be very widely 
expanded where they have groups of 
stockholders in different parts of the 
country? I have talked with Lew 
Brown of Johns-Manville, and he is 
very enthusiastic about the value of 
that particular thing they are doing. 

Mr. Conk.in: Certainly most com- 
panies couldn’t have regional meetings 
like General Mills. They wouldn't 
know where to go. They might meet a 
half-dozen people, or something like 
that, in Pittsburgh. When you get into 
the smaller companies, that is out. 

Mr. Sutton: We considered having 
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regional meetings, but we have never 
had them yet. We have watched with 
great interest what General Mills and 
Johns-Manville have done. From talk- 
ing with their people, I got the dis- 
tinct impression they are not at all 
convinced it was worth while. 

In the first place, it takes a tremen- 
dous amount of top manpower energy 
to do it. You can’t send the office boy 
out; youve got to send a responsible 
officer, the chairman of the board or 
the president. You can’t even send the 
vice-president. How many of these 
men have got the time to do that? 

Mr. HELLER: I spoke to some peo- 
ple connected with the Pepsi-Cola Co. 
They had two or three of them, and 
they are not going to have any more. 

Mr. JENKs: May I interject one 
thought here? The reason stockholders’ 
meetings are quite meaningless is be- 
cause of the proxy system. 

The proxy system permits the small 
group of management and insiders to 
re-elect themselves almost ad infinitum. 

Matcotm Forses: I would hardly 
agree with all of you. The mere fact 
that the papers make annual meetings 
out to be important, the fact they are 
well covered, the fact that a publica- 
tion like our own or any other business 
publication will go to some of these 
meetings and report what was done 
and how it was handled and who said 
what, the fact that it is big-column 
news in the Times’ financial page, the 
fact that it is news in a major news 
media, it seems to me automatically, 
whether you like it or not, makes it 
become an important phase of stock- 
holder relations. 


B. C. Forses: May I add that as 
president of the Investors League un- 
til very recently, the feeling among a 
great many stockholders, apropos of 
what has been said about the proxies, 
is that it is futile for them to try to do 
anything with management. They feel 
absolutely impotent. 

Mr. Burnett: I have been on the 
corporation end most of my life, and 
on the inside, and I know that some 
of the criticisms in stockholders’ meet- 
ings and criticisms received by letter— 
I don’t mean the crank-type letter, but 
an intelligent criticism—are very often 
taken seriously and acted upon. Some- 
times, I'd say, six intelligent letters 
from stockholders, large or small, will 
cause a change in a corporation’s pol- 
icy. They will do the same, sometimes, 
with an editorial policy of a great 
newspaper. I have seen it happen. I 
do not think the stockholders realize 
that. 

Mr. JENKs: About six years ago, I 
started to write to the Allied Chemical 
people to comment on and criticize 
their annual reports and their lack of 
information. The first year I got a nice, 








polite reply about a page and one-half 
long, all double-talk; just dismissing 
me really, but at least it was an answer. 
The last couple of years, I don’t even 
get a reply. I send them the same letter 
every year of criticism and comment, 
and don’t even get an acknowledgment 
any more. 

Rocer P. Fox [Associate Editor]: 
It seems the big question is trying to 
convince management of the impor- 
tance of stockholders and good stock- 
holder relations. Now, if they do not 
want to be wooed, what tangible evi- 
dence, what proof, can you give them 
—does it exist?—of the importance of 
stockholder relations, and can you cite 
an example where good stockholder re- 
lations has actually ended up with 
some black marks on the right side of 
the ledger? 

MALCOLM ForseEs: Mr. Sutton, you 
are on the corporate side of the ledger 
here today. What is your feeling? 

Mr. Surron: This subject is taken 
very seriously in a great many impor- 
tant corporations. There is an organ- 
ization you may never have heard of, 
the Stockholder Relations Society of 
New York, which has twenty-five mem- 
bers. We have a man on it. So have 
General Electric, Standard Oil of New 
Jersey, DuPont, General Motors, and 
many other important corporations. 

Their meetings are absolutely pri- 
vate. They never give out any infor- 
mation about what they do. From 


knowing about those meetings, I know 
that they all take this matter very 
seriously. 

Mr. Jenks: I think the stockholder 
relations effort of a company should be 
directed by the board—specifically, 


either the chairman of the board or a 


committee of the board members— 





PR MAN BURNETT: 

“. . . to get capital needed for 
expansion; to increase product 
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rather than by the management, be- 
cause the management naturally has a 
tendency to defend things for which 
they are responsible. 

Mr. Sutton: I do not know if I 
could go along with you on that. The 
chairman of our board is a member of 
the board of trustees, but I do not 
believe that our board members are 
interested in getting into that, which 
they regard as a function of manage- 
ment. 

Mr. Jenks: I think it is important 
that they become interested in getting 
into it. 

B. C. Forses: In my own mind, I 
attribute to quite some extent what we 
have witnessed politically in this coun- 
try in the last eighteen years to the 
mismanagement, the misguidance, of 
our economic enterprises. They have 
been too calloused and too indifferent. 
My own humble opinion is that a great 
many people voted against whatever 
Wall Street (meaning capitalism) fav- 
ored, because of their dislike and dis- 
trust of the “big shots” of the country. 

Personally, I think that lamentably 
far, far too many of these “big shots” 
have been asleep at the switch, blind 
to what the significance of their acts 
was, absolutely unconscious of what is 
now known as their “social responsi- 
bilities.” 

Mr. ConkLin: Management today, 
in my opinion, is doing the same thing 
with stockholders that they did with 
labor a few years ago. 

B. C. Forses: That’s right. 

Mr. ConkLin: The same damned 
thing all over again. 

Mr. Jenks: That's exactly right. 

Mr. Conxkiin: And now what have 
they got? Labor unions galore and all 
of a sudden they are starting to get 
stockholder fights, and they wonder 
why. 

Robert K. HEIMANN: Would you 
say, then, the stockholder problem is 
the same as the labor relations prob- 
lem—to give them a sense of participa- 
tion and belonging? 

Mr. Contin: In my own opinion, 
that is right. 

Mr. HELLER: Definitely. 

Mr. Jenks: I can give one fine illus- 
tration of how you can measure stock- 
holder relations in dollars and cents. 
I think the best method of doing it is 
to study the price-earning ratios of 
companies with poor stockholder rela- 
tions and those with good stockholder 
relations, translate the differences in 
wider price-earning ratios for a com- 
pany with good stockholder relations 
into the cost of new capital if they 
want to. . 

Mr. Conkiin: Can I interrupt? No- 
body has brought out potential stock- 
holders yet. 

Mr. Jenks: That's right. I ‘tried to 
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bring them out—the 95 per cent of the 
people in this country who do not 
own stocks. 

Mr. Conxiin: That’s an important 
fact, and that is why you people are 
working like the devil, and why you 
have a market. 

Mr. HELLER: Don't you think po- 
tential stockholders have to come 
through the analysts? 

Mr. Conk: I don’t think so. 

WituiaM C. Hanson: [Director, of 
Forses Investors Advisory Institute] 
I wonder if I can add a point there, 
We find one thread that has been run- 
ning recurrently throughout our cor- 
respondence, and that is this: “I have 
been holding X number of shares of 
the XYZ organization [which may be 
a bust, but usually it is a good stock] 
and the company earned $15 a share 
but only paid out 75 cents a share as 
the dividend. Why can’t people in 
your position [meaning the Advisory 
people] make management see its re- 
sponsibility toward its stockholders?” 

MALCOLM Forses: Do you get many 
complaints, Mr. Sutton? Not in your 
company’s case, of course, but do you 
think, from what you hear at the meet- 
ing of the Stockholder Relations So- 
ciety, that you get many, as Bill says, 
specific financial complaints about 
profits ratio to dividend payment? 

Mr. Sutton: I think they run very, 
very small. 

Mr. Jenks: It depends on whether 
it is explained. Let me use as an ex- 
ample the Dow Chemical Co. They 
raised the dividend yesterday, but they 
have had a policy of paying out a very 
small percentage of earnings in divi- 
dends over the years, and yet they 
have been able to convince their stock- 
holders that was for the best interest 
of the stockholders from a long-term 
point of view. They were able to 
demonstrate that they could earn 12, 
15 and 20 per cent on these funds re- 
tained. 

But then you get to a railroad, or 4 
steel company, for example, that ears 
on an average of 3 per cent on i 
vested capital. No stockholder wants 
the earnings retained in that kind of 
business where they can only earn $ 
per cent on the money retained. They'd 
rather get the money and invest it 
elsewhere. 

Mr. HELLER: There are a lot of com 
panies that earn $10 or $15 but that 
have certain indenture _ restrictions 
—restrictions stockholders don’t know 
anything about. He sees what the stock 
is selling for, sees that it is earning $15, 
and says, “Why am I getting only $1?” 
If he takes the trouble of reading the 
indenture, he will find out that is 
they are allowed to pay. 

MALcoLM Forsgs: I believe you a 
apt to get into the problem where di- 
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rectors and top management, who are 
large stockholders, would much rather 
see stock go up in value, because with 
so much cash in the till they have the 
25 per cent tax thing; whereas, if a 
big dividend is declared, they would 
keep very little of it. You will find 
some sophisticated investors have that 
feeling frequently about certain specific 
companies. I have seen it come up in 
our own correspondence, where there 
is a suspicion, in other words, of man- 
agement’s motive for retaining earn- 
ings. 

Ain. ConKLIN: How about some of 
those in top management who do not 
own any of their stock? 

MaLcoLM Forses: That’s a good 
point. Do you think an important 
phase of stockholder relations is man- 
agement ownership of a substantial 
portion of stock in the company they 
manage? That’s a much-debated ques- 
tion. 

Mr. Burnett: If they have 100 
shares, it is considered all right, as 
long as they are pretty able, dis- 
tinguished people. If they do not own 
any, it causes all kinds of trouble. 

B. C. Forses: We received recently 
a letter from a stockholder in Atlantic 
Refining, and he, apparently, was very 
well informed, because he stated ex- 
actly how much the company had 
earned for the last several years—14 
and 15, and even a greater per cent— 
and he and other stockholders were 
getting $2 a year of all these enormous 
earnings. In fact, we are printing the 
letter in Forses. Since then, they did 
increase the dividend to 3 per cent. 

This stockholder added that unless 
conditions are changed we will have 
another law, inevitably, taxing excess 
reserves, retained earnings. That should 
be avoided, if it can be avoided. 

Finally, if there is enough public 
opinion, the men in Washington, and 
properly so, will act. The Investors 
League has had many contacts with 
them. It holds little 5 ere and dis- 
cussions with representatives and sen- 
ators off the record. They are very 
frank in telling you: “We are interested 
only in votes. You stockholders have 
been a lot of damned fools. When a 
labor union man comes to see us, we 
see him, and we listen to him atten- 
tively, but we hardly ever see or even 
hear from stockholders. You are en- 
tirely, utterly unorganized, so you have 
no political power. That is why some 
of the so-called anti-business laws have 

een passed—they are popular.” 

MaLcoL Forses: Elmer, have you 
got any questions for the experts? 

ELMER SHANKLAND: Mr. Jenks, I 
am wondering what percentage of re- 
fusals you have now when you invite 
4 corporation’s representative to come 
down to your meeting and give a little 
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information as to what is happening. 

Mr. JENKS: We are wearing them 
down. It took mé four years to get the 
DuPont people down to speak before 
the New York Society of Security An- 
alysts, and finally got them, with an 
assist from the Department of Justice. 

When that suit came out, Mr. 
Greenewalt instructed his staff to make 
the survey of what stockholder rela- 
tions were. They had been sitting back. 
A fine, wonderful company, well-man- 
aged, they figured everybody was 
happy. When they made the survey 
they found everybody wasn't happy, 
so they began to change their policies. 

The managements of these corpora- 
tions are like a bunch of sheep. In 
cther words, if it becomes the thing 
to do to go down to speak before the 
New York Society of Security Analysts, 
why, then they all want to do it. 

One of the points that keeps coming 
up—I am talking about industrial com- 
panies now—is the fact that there are 
monthly earnings figures available on 
these industrial corporations for a fa- 
vored group of insiders, and those 
monthly figures are not available to the 
outsiders. So what happens? 

Let’s take American Cyanamid’s first 
quarterly earnings report, which was 
little short of sensational. None of the 
insiders sold out a month or two ago, 
when the stock was selling 20 points 
lower than it is today. For that matter, 
the insiders were probably buying the 
stock. I have no knowledge, I have no 
specific evidence, but I suspect that a 
group of people who were able to get 
the monthly figures before they were 
released generally were able to profit 
at the expense of the general public. 

B. C. Forses: I can give you a very 
flagrant illustration of a you are ex- 
pounding. 

Years ago, old Judge Gary, who was 
very confidential with me, told me that 
he found when they used to hold their 
directors’ meetings at an earlier hour, 
this, that, and the next director, the 
minute the figures were laid before 
them, had to go to the men’s room, or 
they had to telephone, or they had to 
do something, and they went always 
to a telephone to telephone orders to 
their brokers. 

He said, “We cured that. We called 
the meetings of the directors after that 
at three o'clock so that the Stock Ex- 
change was closed, and the figures were 
given out to the press immediately after 
the meeting so that the ticker got the 
information before these fellows could 
get out into the market.” 

That is an authentic case that oc- 
curred, of course, years ago, but that 
is a sample of the knavery that has 
been far too rife among unscrupulous 
insiders. 

Mr. Burnett: There is a good rea- 
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son why some corporations do not give 
their figures out monthly. For one 
thing, it gives avery distorted picture. 
For an analyst who would read the 
explanation, that’s all right, but if it 
were printed in the papers, just the 
blank figures without the explanation, 
they wouldn’t understand. There are 
many highly seasonal companies that 
have a peak inventory situation, or 
peak sales situation in the fall or spring 
or summer or winter. 

Mr. Jenks: I have been through this 
with very many managements on the 
same point, and I have never seen the 
case yet so complicated or so unusual 
that the average stockholder with a 
moderate amount of effort couldn’t un- 
derstand perfectly what it was all 
about. 

Mr. HE..eEr: In certain industries 
they can’t give the figures out for com- 
petitive reasons. 

Mr. Jenks: The thing is if nobody 
got these figures I would say it is all 
right, leave it at status quo, with the 
figures coming out every three months. 
The trouble is a lot of people do get 
them. Any number of large investors, 
and investment trusts get them. 

Mr. HELLER: Investment trusts defi- 
nitely get them. 

Mr. Sutton: I shudder a bit at 
hearing you say the companies should 
be compelled to do these sort of things. 

Mr. JENKs: Compelled by the stock- 
holders. 

Mr. Sutton: I come back and say, 
“Why doesn’t the Stock Exchange do 
it?” 

Mr. Jenks: I have been there and 
talked to them four or five times. 

Mr. HELLER: So have I. 
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Mr. Sutton: I think it would be a 
fine disciplinary influence for them to 
exercise. 

Mr. Jenks: They have been after Al- 
lied Chemical for years. 

Mr. Sutton: Why don’t they throw 
them off the Exchange? 

Mr. Jenks: They're afraid to lose the 
business. You talk to Schram and the 
other people; I’ve done it enough. 

Mr. Sutton: It seems to me they 
must have enough backing so they can 
go to some of these companies and say, 
“You have to conform, or you go off 
the Exchange.” 

Mr. HELLER: You don’t know the in- 
ner sanctum there. 

Mr. Jenks: The Stock Exchange can 
never exercise a position of leadership 
in a matter of this type. 

Mr. Jenks: It is too much subject to 
political problems and pressures. 

Ma.cotm Forses: Why? 

Mr. Hermann: I think you made the 
the point earlier that the bare figures in 
themselves weren’t sufficient to get over 
this hump of ordinary stockholder re- 
sistance, if you will, the feeling they 
are left outside; they have to have some 
sort of interpretation. 

I was going to tentatively conclude— 
and see what you think about this— 
that this stockholder relations thing is 
just a special case of a public relations 
job where you have to spell it out in 
black and white for a large group of 
heterogeneous people. 

Mr. JENKs: Are you suggesting every 
corporation employ a security analyst 
to interpret the figures? I'd be in favor 
of it. 

Witt1am C. Hanson: I have in 
mind the case of a well-known company 
that a year ago let some information 
out, the papers picked it up, and it was 
interpreted downtown that they were 
going to earn $2 a share per quarter, 
and it turned out they only earned 
$1.10 for the given quarter because of 
all types of nonrecurring charges. The 
president of the company came in for 
quite a lacing on that. 

Mr. Jenks: The answer to that is any 
time you tell the whole story you don't 
run into these problems. Any time you 
tell half the story, then you do run in- 
to this sort of thing. But that is not a 
reason for having less information; that 
is a reason for having more informa- 
tion. 

B. C. Fores: So far as my observa- 
tion goes, relatively little information 
ever emanates to the public from the 
security analysts that is printed or pub- 
lished. 

Mr. JENKs: You mean in the press? 

B. C. Forses: Yes. 

Mr. Jenks: I will admit the press 
doesn’t think our efforts are worth re- 
printing. 

MALCOLM Forses: Let’s see if we 
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can move along to some conclusions. 

Would they be in agreement on the 
idea that any factual information the 
corporation makes available to security 
analysts and/or advisory services and/ 
or any other group beyond the im- 
mediate management circle should be 
given to everybody? 

Mr. HEtueEr: I agree with that. 

Mr. Burnett: I agree, with reserva- 
tions. I think that some companies 
should not do this. 

Mr. Conxkin: Let everybody be 
treated alike. 

Mr. Burnett: I hate to see any 
more coercion than you already have 
in some of these companies that are 
decent. I know some companies can 
safely print their monthly sales, like 
chain stores, and some would be abso- 
lutely unwilling to publish them more 
than quarterly, and with very good 
reasons to them. 

Wi1LiiaM C. Hanson: Can I add one 
other point? Frankly, in the I.A.I. we 
don’t give too much thought as to 
whether ABC Company is going to 
earn 30 or 35 cents a month, unless it 
is radically out of line. We are, on the 
other hand, extremely interested in new 
trends and new products and new de- 
velopments in a corporation. 

Take a specific case. One of our fa- 
vorite stocks for a long time has been 
American Cyanamid, which was men- 
tioned before. The reason we have been 
so bullish on the company has been 
primarily because months ago in all the 
papers throughout the land there were 
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widespread discussions about their new 
drug, oreomycin, and how it was going 
to be a money-maker, etc. 

MALCOLM Forses: But of course in 
such a case a company is engaging in 
prognostication, and things may not 
pan out as expected. For example, 
RCA didn’t foresee how many people 
were going to want their television sets, 
were not equipped to handle the subse- 

uent demand, and weren't keyed, 
Tonctins, to keep a big enough share 
of the market. 

Mr. HELLER: A company should 
give continuous information. That is a 
summation of the whole thing. They 
should give continuous information, 
good or bad, on new products, discon- 
tinuance of old products, or whatever 
it is. 

B. C. Forses: Are there any more 
concrete, constructive suggestions as to 
what is feasible to be done? 

Mr. Burnett: I have three or four 
things that are ways of convincing a 
management that a good stockholder 
relations pays, and a good many of 
them need to be convinced. 

It is different in different industries, 
but in consumers’ goods you can actu- 
ally demonstrate that stock ownership, 
properly cultivated, actually increases 
sales tremendously, and favorably af- 
fects dealers and various outlets. 

You can check such things as tum- 
over of ownership, which is an expense. 
And some companies don’t like to have 
much turnover. 

You can show the impact on your 
present stockholders when you have a 
new issue. Perhaps you have an issue 
of preferred stock, and you can find 
out how many of your present stock- 
holders bought it, and you can get some 
comparison with the experiences of 
other companies. 

You can get a premium on a new 
issue. I have seen that where they got 
a pretty good idea of how much more 
of a premium they got on it than they 
had expected, or some of the experts 
had expected. This is a pretty good 
sign where there were comparable com- 
panies which didn’t get the amount ex- 
pected, which might run into thousands 
and thousands of dollars, which would 
pay for good stockholder relations for 
many years. 

Mr. HEtter: I think one of the most 
important things, in conclusion, is for 
the management to be convinced that 
their public relations department 
(which most corporations have) cat- 
not perform the duties of a so-called 
stockholder relations, or what I want 
to call a financial relations, counsel. 
Public relations counsel ere do 
not know one thing about the workings 
of Wall Street, or the financial com- 
munities throughout the country. Do 
you agree with me on that, Jerry? 
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EXECUTIVE SUTTON: 


“. . . the thing is broader than 
only the stockholders.” 














Mr. JENKs: Yes. 

Mr. Sutrron: There is one thing I'd 
like to get some help on here: that is 
the apathy of so many of the stock- 
holders. You can set up a stockholder 
relations program that you think is 
wonderful. As you g° along and do lots 
of things, nothing happens. You send 
out your proxies for the annual meet- 
ing, and you get in a 75 per cent vote. 
Why don’t you get a 90 per cent, or a 
95 per cent, vote? 

But I also think many people 
are prone to overlook the fact that 
many people purchase stock not be- 
cause they think a Cadillac car is 
better than any other and buy General 
Motors stock, not because their electric 
service is good and buy Con. Edison 
stock. They buy it because they have 
$1,000 to invest, and a broker says to 
them, “Here’s a stock that will pay 
you 6 per cent on that $1,000.” They 
don’t ask whether it is Con. Edison or 
General Motors, they just say, “If it 
will pay 6 per cent, all right, give it 
to me,” and that is the end of their 
interest in the company. 

Mr. Burnett: I think your point 
about the long cultivation is perhaps 
the answer. The ones who stay with 
you year in and year out. 

Mr. Jenks: Basically, we are trying 
to educate stockholders, ourselves, 
managements and the public in gen- 
eral. I think it is an education ques- 
tion. 

Matcotm Forses: It is getting 
late. We want to thank you all for 
coming. 

[The meeting was adjourned]. 
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STOCKHOLDER 
SAVVY TESTED 


WRITING As A private citizen who had 
just received a copy of the company’s 
annual report in the mail, a ForBEs re- 
porter recently asked the presidents of 
eight prominent firms: 

“Why don’t you give stockhold- 
ers specific financial data on your 
individual divisions? Such inform- 
ation, it would seem to me, is very 
essential to an intelligent appraisal 
of how the company fares in its 
competitive struggle. . . . I'll bet 
you a nickel your competitors have 
made it their business to know 
these details, so I would like very 
much to know why you are so se- 
cretive in giving out the figures to 
the people who own your com- 
pany.” 

The purpose of the letter was to find 
out how various companies actually go 
about rejecting an off-base suggestion 
from one of their stockholders. Here’s 
what happened: 

Within two weeks replies had been 


received from six of the eight com- 
panies (Bethlehem Steel Corp., The 
Borden Co., A. E. Staley Manufactur- 
ing Co., Blaw-Knox Co., Minnesota 
Mining & Manufacturing Co., and Clin- 
ton Foods, Inc.). 

The very first received was Bethle- 
hem’s answer. “Dear Sir:” commenced 
Vice-President R. E. McMath, “I ac- 
knowledge receipt of your letter of the 
Ath inst. addressed to Mr. Grace, which 
has been referred to me.” He went on 
to explain that “Bethlehem is a highly 
integrated company and really has no 
divisions which operate completely in- 
dependently. Even its Shipbuilding 
division is closely related to the steel 
division.” Then, taking a big breath, 
“We have always felt, therefore, that 
any figures which might be supplied for 
any branch of our business would be 
misleading without a complete descrip- 
tion of the accounting methods used in 
apportioning overhead and without an 
analysis of the type of business done 
and this would be undesirable if done 
in such detail as to give confidential in- 
formation to our competitors and also 
at times to our customers.” And finally, 





named “Stockholder of the Year.” 


conduct of our daily business.” 





STOCKHOLDERS HAVE THEIR USES... 


. « . in the opinion of Motorola President Paul Galvin. Owners of his com- 
pany participate in a yearly letter-writing contest, winner of which is 


This year’s winner (above) is Mrs. Melvin Lawson of Little Rock, Ark. 
Her letter contained an advertising suggestion for Motorola, is being kept 
top secret by the company until the idea is tried this fall. 

Enthuses President Galvin over his stockholder brood: “Many of their 
suggestions are so important that we can make definite use of them in the 
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“Referring to the last paragraph of your 
letter: I don’t believe our competitors 
have any such details regarding our 
business as you suggest.” 

A cordial salutation came from Bor- 
den President Theodore G. Montague 
who wrote: “The comments contained 
in your recent letter were received with 
a great deal of interest and apprecia- 
tion, While it is true that our competi- 
tors do make assumptions . . . we do 
not feel that it is good business to make 
such information available to everyone 
who would like to have it. . . . We tell 
our stockholders more about how the 
Company operates than do most cor- 
porations, and I am sure you realize 
that it would not be good business for 
us to release information that would 
eventually prove injurious. . . .” 

Friendly and man-to-man, President 
A. E. Staley, Jr. thanked his correspon- 
dent for “your very frank letter.” Con- 
tinuing: “There may be room for differ- 
ences of opinion but it is our belief that 
the release of financial data on our 
various divisions would be of very great 
interest to our competitors (and, I ad- 
mit, of considerable interest to our more 
analytical stockholders)... . If you are 
correct in your assumption that our 
competitors have this information, then 
my argument falls flat. I know of no 
way they could obtain it unless they 
are operating a very clever espionage 
system, with their agents functioning 
* among our employees.” 

More about frustrated espionage 
came in a cordial note from C. W. Met- 
calf, president of Clinton Foods. “Our 
competitors have absolutely no way of 
knowing exactly what our position is,” 
he maintained. “They are only able to 
judge in a very general way, which 
does not help them to any extent. To 
give you an example of exactly what I 
mean, our Snow Crop officials would 
give a great deal to know details con- 
cerning General Foods’ Birds-eye Sni- 
der Division, but it is absolutely im- 
possible to get any information that is 
worthwhile even though a number of 
our executives have been connected 
with General Foods in the past.” 


W. P. Witherow, Blaw-Knox presi- 
dent, had roughly the same reasons as 
McMath of Bethlehem for not releas- 
ing divisional figures. “This information 
is not intended to be excluded from the 
knowledge of the stockholders. How- 
ever, it would involve serious difficulties 
from an accounting angle as well as in- 
formation which we feel our competi- 
tors should not have.” He ended with 
a friendly pat on the back: “I feel your 
suggestion is a good one and can ap- 
preciate the interest which you have 
shown in bringing it to our attention.” 

The reply from W. L. McKnight, 
chairman of Minnesota Mining, was 
straightforward and constructive: “I 


can realize the interest our stockholders 
have. . . ; however, after very careful 
consideration, it is the judgment of 
your management that the stockholders’ 
interest would not be best served by 
too much disclosure in public state- 
ments as I am sure competition would 
get much more information that way 
than they can get the way we now 
handle our affairs. If you, as an indi- 
vidual stockholder, want information 
with regard to any specific operation of 
the company and assure me that the 
information will not go further than 
yourself, we shall be very pleased to 
supply it.” 
Next question? 


TRUCKS FOR RENT 


RUMBLING ALONG at a fast pace, the 
leased truck industry now boasts some 
60,000 vehicles in service, has grown 
by one-third just since the end of the 
war. This estimate comes from husky, 
cigar-chewing Joseph J. Stedem, vice- 
president of largest-leaser Hertz Drive- 
Ur-Self System. At last count Hertz’s 
10,000 trucks, mostly of the delivery 
truck variety, represented 85% of its 
motor investment. A hustling, though 
little publicized subsidiary of General 
Motors, it last year developed a profit 
“exceeding $1 million on a total invest- 
ment of something over $13 million.” 
Salesman Stedem, who claims to 
have sold more and bigger truck leas- 
ing contracts than any other American, 
says that for the average business 
operation truck leasing “provides all 
the advantages of private ownership 
with none of the headaches.” Some of 
his specific sales points: (1) capital in- 
vestment is released and made avail- 
able for plant expansion or other profit- 
making uses; (2) truck operation is put 
on an efficient, worry-free basis with 
trucks always kept clean, in good re- 


HERT2’S STEDEM: 
None of the headaches 


22 


pair, and available in extra or reduced 
numbers according to seasonal de- 
mands. Big feature: Hertz will b 
existing truck fleets on a lnuieboal 
basis, has even purchased and leased 
garage facilities to boot. 

Stedem says economy is not one of 
his big selling points despite his esti- 
mate that savings result in about 80% 
of the cases where a_ businessman 
switches over from private to leased 
ownership. The trouble is that most 
businessmen don’t really know how 
much their trucks cost them, don't 
charge enough off for depreciation, 
don’t figure in the time spent by ex- 
executives handling the truck details, 
don’t recognize the advertising value of 
keeping their trucks washed, painted 
and in good repair. Also, since the use 
of delivery trucks is a side line instead 
of a major part of most businesses, the 
truck operation is just not handled with 
the same experienced efficiency as the 
profit-making part of the business, 
Often this department is delegated to 
a deserving uncle or brother-in-law to 
keep him out of trouble. When the 
large-operation efficiency of a rental 
company is measured against normal 
“muddling through,” there is usually 
plenty of room for both a saving to the 
businessman and a profit for Hertz. 


OUT TO VACATION 


On HoT MuGGy afternoons toward the 
end of July the shoe repair man on Elm 
Street and the jeweler down the block 
will be moved to write “Gone fishing— 
Back Monday” on an index card, tack 
it up in the window, and lock the door. 
On a grander scale, that’s what the 
Glenn L. Martin Co. intends to do also, 
On July 29 all but a few dozen of the 
9,000 Middle River, Md., employees 
of the big aircraft company will knock 
off for a two-week vacation. Says PR 
Director Dick Darrow: “The plant-wide 
vacation has proved highly successful 

. . on the basis of maximum summet 
season production efficiency coupled 
with a minimum of inconvenience to 
all personnel.” 

The Martin vacation plan doesn't re- 
flect a growing trend toward general 
shut-downs. It is a holdout against @ 
decline and indicates that business is 
good in the aircraft industry. Plant 
wide vacation shut-downs hit their peak 
in 1946-47, when business was boom 
ing and industrial concerns had little if 
any competition to worry them. From 
an efficiency standpoint the plan saves 
money, since employees are now elig: 
ible for vacations after as short a time 
as six months on the job. Also, fewer 
production bobbles occur if the whole 
plant is shut down for a short spell 
instead of going through the whole 
summer with stand-ins jumping from 
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job to job, with resulting inefficiency. 

There are drawbacks. Bn : the pos- 
sibility that a big order may come up 
and be lost while everything is at a 
standstill. This is especially true of light 
industries which take only a few days 
to process and fill an order. Martin, 
operating with long-term plane-build- 
ing contracts, doesn’t have this worry. 
Another drawback is the fact that the 
plant-wide shut-downs are sometimes 
unpopular with employees. When sev- 
eral thousand vacation-bound families 
all want to hit the road the same after- 
noon, transportation is likely to be all 
snarled up and nearby vacation spots 
overcrowded. 

The result of competitive worries and 
employee dislike has been a steady 
drop in the number of general vacation 
shut-downs. National Industrial Con- 
ference Board researchers guess that 
such plans now affect no more than 15- 
20% of U.S. industry. They tend to be 
concentrated in certain regions, notably 
Cleveland, Ohio, and several Connecti- 
cut industry centers. 

When Martin tacks up its “Gone fish- 
ing” sign the end of this month, it can 
count on the U. S. Government to keep 
its order books filled and the broad 
waters of nearby Chesapeake Bay to 
keep its employees well spread out. 


FORTUNE’S WHEEL 


Wuen Bitty SuLLIvAN went to Chi- 
cago’s World Columbian Exposition in 
1893, the giant Ferris Wheel set his 
head spinning. For seven years the 
image of the 250-foot, 2,160-passenger 
Ferris Wheel rotated in his mind. In 
1900 he scraped up $150, cooked up 
a deal with a Jacksonville, Ill., machine 
shop for working space, and went to 
work, 

When his first wheel—called the “Big 
Eli’—was set up in Jacksonville’s Cen- 
tral Park, there were not too many citi- 
zens anxious to hop on and rotate. The 
first day’s take was just $5.56. Skimpy 
as the revenue was, it proved people 
could be induced to ride the 45-foot 
12-seater. Sullivan managed to book 
Big Eli for several street fairs and cele- 
brations that same summer. 

This year his Eli Bridge Co. will sell 
about 40 wheels, most of them at 
around $8,000 or $10,000. (There is a 
$3,000 “Baby Eli” 17 feet high which 
whirls 15 children.) Almost all will be 
sold by mail, expressed in knockdown 
form; some will be paid for on time. 
Billy’s son Lee is running the show his 
dad started—the world’s only factory 
devoted entirely to Ferris Wheels. 

Since the first Big Eli went up, the 
technique of swinging carnivalgoers 
around a horizontal axis has changed 
very little. After five years’ experiment- 
ing, Billy Sullivan created a wheel with 
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NO REVOLUTION has beset the carnival-wheel industry. Big seller (at 
$7,425) is 12-seat, 40-foot rotator much like the original “Big Eli” above, 
which took in $5.56 on its first day in Jacksonville, ill., just 50 years ago. 
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interchangeable parts and no bolts (all 
connections were by socket and pin). 
In building his dream model, Sullivan’s 
tools were powered by the rotation of 
his first Big Eli. The public agreed it 
was an improvement, and paid $74.60 
for rides on the first day. Carnival men 
barked their approval too—in 35 weeks 
in 1905 and 1906, it grossed $8,323.55. 

Sullivan quit the road after this suc- 
cess to spend all his time in the fac- 
tory (which had one employee in 
1906). By 1912 he had perfected a 
Standard Model 40 feet high with a 36- 
passenger capacity which amusement 
men took to their hearts. It still leads 
the company’s line in sales. You can 
buy one for $7,425 FOB Jacksonville 
—just ask for a No. 5. 


MUSIC, MUSIC, MUSIC 


TRADE scHOoL students are jumping 
with jive. In 50 of the country’s voca- 
tional schools embryonic craftsmen are 
learning their trades to the jazzy beat 
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of hep music piped to them by Muzak 
Corp. It’s all an experiment to deter- 
mine the extent music increases con- 
centration, eliminates fatigue, boredom, 
and nervous tension. 

A survey of the students at the Capi- 
tol School of Typewriter Mechanics in 
Washington, D.C., disclosed that 94% 
go for the idea in a big way, that the 
music actually helped their work and 
study. Day students didn’t think the 
music helped their attitudes toward 
their fellow students as much as the 
nocturnal shift did, only 84% noting 
any improvement along these lines as 
against 94% of the night students. Prac- 
tically all of them went for the idea of 
working to music, however. 

This pleased Muzak officials, but 
came as no surprise to them. During 
the war the company piped its music 
into hundreds of industrial plants, and 
even to shipyards. Production was in- 
creased, absenteeism was reduced, and 
people were more pleasant to work 
with. Due mainly to this contagious 





war-born cry for music, music, music, 
Muzak has upped its number of sub- 
scribers to nearly 8,000—700% more 
than before the war—and are now bill- 
ing customers at a $5,000,000-a-year 
clip for their “hear-but-don’t-listen,” ex- 
clusively transcribed service. Fees 
range from $40 a month for a small 
restaurant up to $600 for large office- 
building installations. 

Before the war, Muzak’s soothing 
product appealed mainly to the res- 
taurateur who could afford the novel 
service. Now, Muzak has spread its 
melodic product from the eating places 
to many a clanging industrial shop, 
business office, railroad terminal, de- 
partment store, savings bank, and hos- 
pital—its even whispered into the ears 
of dental patients whose ears are 
jangled by the dentist’s drill. 

Baltimore’s Johns Hopkins hospital 
has launched a five-year experiment in 
which the quieting strains of choice 
symphonies are piped to the delivery 
room. To keep tabs on reactions, the 
music is playing when a nurse or doc- 
tor wheels a mother-to-be into the 
room. The remark is made that “some- 
one must have turned on the music,” 
and the expectant mother is then asked 
if she wants it turned off. Eighty per 
cent of the patients reply in the nega- 
tive, 10% will have no part of the musi- 
cal palliative, while the remaining 10% 
don’t care whether their babies are born 
cradled in a lullaby or not. 

Heartily in accord with Shakespeare 
that 

“The man that hath no music in 
himself, 
Nor is not moved with concord of 
sweet sounds, 
Is fit for treasons, strategems, and 
ils” 
are those who hold Muzak’s 69 current 
franchises in the U.S., Hawaii, Canada, 
Mexico, and Puerto Rico (Mother Mu- 
zak collects 10% on their billings). But 
they care little how or where they reach 
the man who hath music. They've even 
installed their outlets in elevators, while 
a swimming pool in Hollywood proudly 
boasts of an under-water installation. 

Subscribers can choose from a wide 
variety of musical programs, including 
classics, semi-classics, hillbilly tunes, 
waltzes, folk songs, and swing. Trade 
school students get a 15-minute on, 15- 
minute off, 90-10 mixture of popular 
music intermixed with novelty tunes. 

The Muzak idea sounded its first 
quivering “a” back in 1922, when Ma- 
jor General George O. Squier, then 
chief signal officer of the U. S. Army, 
thought it might be profitable to pipe 
music and news to private homes over 
electric power lines. Later he licensed 
the idea to the North American Co., 
which promptly set up Wired Radio, 
Inc., to handle the business. Little came 


their way. Experiments were made in 
Cleveland, Washington, and Staten Is- 
land—using live talent—but the new 
service failed to set up sympathetic vi- 
brations among the public, The com- 
pany set up a laboratory in New Jersey 
to perfect the entertainment medium, 
also sub-divided itself by setting up 
Muzak Corp., as a pen: Mn to carry 
on the company’s experiments. 

Along about that time, some bright 
technician must have put a nickel in a 
pay telephone and suddenly decided 
the gadget was here to stay. At any 
rate, the new subsidiary shifted from 
electric power lines to telephone wires 
to solve its distribution problems. That 
rang the bell, brought Warner Bros. 
scurrying to the phone offering to buy 
the company in 1939. Typically Holly- 
wood, Warners’ love cooled sufficiently 
by 1941 for them to sell Muzak fos 
$132,000 to William Benton, now Con- 
‘necticut’s Senator in Washington. 

Benton’s magic touch made Muzak 
sing. It’s been sweet music, too. Benton 
especially appreciates the muted, tin- 
kling obligato of the coin as it drops 


into the cash register. 


BATTLING BUNYANS 


It’s CLAN WARFARE in the Northwest. 
On the one hand there is Frank 
McLaughlin, president of Puget Sound 
Power & Light, who thinks that within 
a few years private power will be as 
dead as a blown fuse. On the other, 
there is Pacific Power & Light President 
Paul McKee, who thinks that private 
power has a great future and that 
everything would be jake if only Mc- 
Laughlin would not throw in: the towel. 

McLaughlin has been working indus- 
triously to push through legislation 
which would aid the public power in- 


terests in their efforts to buy up utility 
properties. His reasoning: better liqui- 
dation now at a fair price than eventual 
piecemeal strangulation. 

Other Northwest utility men who 
think they still have the public power 
boys short-circuited accuse him of try- 
ing to magnify a local problem into a 
regional disaster with dire effects on 
investor confidence. Until recently not 
much has been heard from this faction 
since neighboring Pacific Power & 
Light Co., the company with the big- 
gest gripe, has been gagged. 

Up until February Pacific, operating 
mostly in Oregon, was a subsidiary of 
American Power & Light, whose boss, 
Howard Aller, agreed with the pessi- 
mistic McLaughlin about the prospects 
for private utility investment in the Pa- 
cific Northwest. However, as soon as 
Aller was out of the picture—American 
sold its holdings to an investment bank- 
ing group which plans to resell them to 
the public sometime early this fall- 
Pacific’s McKee started a counter-offen- 
sive to show that private power has as 
good a chance of survival in the North- 
west as anywhere else in the country. 

McKee asks pointedly: Why, if the 
Northwest is so public-power-minded, 
has Frank McLaughlin not yet been 
able to sell his company after ve years 
plugging? He further cites the record 
that not one new public utility district 
has been set up in either Oregon or 
Washington since 1940, although more 
than a : proposals have been sub- 
mitted to the voters in various localities. 

Still further: of the five PUDs set up 
in Pacific’s service area between 1935 
and 1940, four are now inactive. Only 
PUD in the company’s Washington ser- 
vice area was organized in 1940, but 
remains inactive, two of its three com- 
missioners having been elected in 1948 





McKEE: 
“No magic in public ownership” 








McLAUGHLIN: 
“No magic of management” 
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on the declared platform of keeping it 
that way so long as the company con- 
tinued to give good service. 

Backed by these figures, McKee con- 
tends that Puget’s worries are a local 
matter and that McLaughlin should 
quit scaring Pacific’s investors. 

Local or not, Puget’s problems are 
big. The City of Seattle, an area which 
accounts for a quarter of Puget’s rev- 
enues, voted in 1943 not to renew the 
company’s franchise when it expires in 
1952. Running its own municipal sys- 
tem, the city still hasn’t decided how 
much, if anything, it is going to, pay 
Puget for its property. Pending against 
the company are condemnation suits by 
PUDs affecting 22% more of its prop- 
erties. Under threat of still another con- 
demnation suit Puget last year sold a 
sizable chunk of its system to the 
Snohomish County PUD for $16.5 mil- 
lion, which it regards as a fair price. 

One reason McLaughlin’s problems 
are harder to cope with than McKee’s 
is that Washington PUD laws differ 
somewhat from those in Oregon. In 
Oregon the PUD has to go to the peo- 
ple for permission to issue bonds before 
it can jump into the power business. 
Thus, if a private company stays popu- 
lar with its customers, the PUD com- 
missioners can never push it out of 
business no matter how enamored they 
are with public power. Washington 
PUDs, once established, can institute 
condemnation proceedings and issue 
revenue bonds any time they want, 
with only minor limitations. Thus 
McKee’s figures on popular votes offer 
more tangible reassurance to him than 
they do to McLaughlin. But McKee 
thinks that if McLaughlin had not been 
trying so hard to sell out these many 
years, popular sentiment might have 
helped keep his system intact. 

The contrasting optimism and pes- 
simism of the two men can best be seen 
in a couple of sentences pulled from 
their respective current annual reports. 

Says pessimistic McLaughlin: “There 
is no magic of management that will 
offset the tax and cheap money advan- 
tages of public power.” 

Says optimistic McKee: “There is no 
magic in the public ownership idea. . . . 
Such immediate advantages as Fed- 
eral tax exemption and the ability to 
issue tax-exempt bonds have tended to 
be offset by the inherent disadvan- 


tages of small unit operation. ... . As 
a natural result there is no great dif- 
ference today between the rates 


charged by the PUDs and the general 
low level of private company rates in 
the area. This means that there is little 
teal incentive for the customers of a 
private utility to make a change in 
their power set-up, assuming that the 
Company serving them has the will to 
meet its service responsibilities.” 
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NEW ERA 


The Nineteen Hundred Corp. (laun- 
dry equipment) has seen its once 
timely name get ever more hoary with 
the passing years. Last month it de- 
cided to modernize. The new name, 
which fits this chaotic era to a T: 
Whirlpool Corp. 





DRUG STORE INDIAN 


WHAT HAS HAPPENED to the cigar store 
Indian is a puzzle to many people, but 
not to R. J. Rushdoony. An Indian 
missionary of Owyhee, Nev., Reverend 
Rushdoony lives among the Shoshone 
Indians, who are legal wards of the 
U. S. A month ago he upped and 
wrote the Foundation for Economic 
Education (Forses, May 1) about his 
years-long observation. 

Writes he: “Whatever the pre-res- 
ervation Indian was, and his faults 


were real, he was able to take care of 


himself. . . . had a character . . . was 
a responsible person. The wretched 
security he has had, beginning with 
the food and clothing dole of early 
years, has sapped him of character. The 
average Indian knows that he can gam- 
ble and drink away his earnings and 
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still be sure that his house and land 
will remain his own, and, with his hunt- 
ing rights, he can always eke out some 
kind of existence. 

“Government men too often hamper 
and impede the man with initiative and 
character. This is because their pro- 
gram must be formulated in terms of 
the lowest common denominator, the 
weakest Indian. In addition, the pro- 
visions of the government for the ‘wel- 
fare’ and ‘security’ of the Indians re- 
move the consequences from their sin- 
ning and irresponsibility. . . . 

“And I believe the results would be 
no better for the best hundred or thou- 
sand persons selected from any soci- 
ety, after a generation or so of the 
same kind of ‘welfare’ and ‘security’ 
government.” 

In Washington, the Great White 
Father and his solemn spending coun- 
cils did not hear the Reverend Rush- 
doony. Not a brave grunted as H. R. 
1354, “An Act to provide for a per cap- * 
ita payment from funds in the Treas- 
ury of the Treasury of the United 
States to the credit of the Indians of 
California,” passed into law. 

Apparently the redman has moved 
from the cigar store to the druggist’s, 
where he is elbowing for a spinning 
stool right next to a drug store cow- 
boy. 


UNION SUIT 


THERE ARE SOME workers you can't 
play fast and loose with, especially in 
these days of union arrogance. But this 
time it isn’t management that tried it, 
but the union itself. 

In an action filed April 20, 1950, 86 
former employees of the Mathieson 
Chemical Co.’s Pasadena plant (Hous- 
ton, Tex.), members of local 277, are 
suing for $651,861 from the Oil Work- 
ers International Union of Denver, 
Colo. They've just been joined by 29 
more workers in an amendment to the 
suit, bringing total amount of claims to 
$900,000. 

Outgrowth of a strike running from 
August 2 to the middle of October, 
1949, the plaintiffs charge that union 
officials suppressed an invitation on 
August 6 by the plant management to 
return to work. Addressed to Secretary- 
Treasurer Arthur Hajecate, the letter in 
question offered employees the privi- 
lege of returning to work during nego- 
tiations. The latter claim they never 
heard of the offer, also claim that Haje- 
cate delayed negotiations for two 
months, until just before the strike was 
called, with union members not being 
given the opportunity to vote on the 
matter of negotiation. Finally, it is 
charged that the International failed to 
take disciplinary action until too late 
(Hajecate and local president Billv 


Kieke were not suspended until Octo- 
ber 18). 

‘The group, suing for loss of past and 
future wages as a result of the disas- 
trous strike, complain that it is hard 
for them to get a job whenever they 
mention they were involved in the 
strike. Meanwhile, the suspended Haje- 
cate insists no strike was ever called. 

Handling the case for the workers, 
optimistic attorney Sam S. Minter is 
preparing for the main trial at the fall 
session of Federal court, expects a pre- 
liminary clash, with general counsel for 
the parent union attempting to have 
the case dismissed. Question of whether 
the Federal court has jurisdiction over 
the suit filed is the crux of the matter. 
Under the general laws, Minter would 
have to prove that a majority of the 
union’s 50,000 membership lived in 
another state in order to obtain such 
jurisdiction—a costly, tedious chore. 

So, he’s invoking Sec. 301 of the 
Taft-Hartley Act, which says: “Any la- 
bor organization may sue or be sued as 
an entity, and in behalf of the em- 
ployees whom it represents, in the U.S. 
Courts.” This is a novel twist to the 
law, whose purpose is “to protect the 
rights of individual employees with la- 
bor unions.” 

“I don’t believe the T-H law has ever 
been invoked in behalf of the workers 
like this,” says Minter. “However, the 
wording of the law is susceptible of an 
interpretation in their behalf.” 

If he loses out, Minter will have to 
file in the state court. 


HARD SOFT-LINER 


As Chairman of Allied Stores, Earl 
Puckett is more interested in figures 
(statistics) than in figures (Milady’s 
contours). A fortnight ago, however, 


ALLIED STORES’ PUCKETT: 
A new New Look every season? 


Puckett mixed finance and fashion for 
the edification of New York’s Fashion 
Group, a lunch-and-listen organization. 

“Fashion,” propounded Puckett, “re 
resents an important segment of the 
American standard of living . . . we 
must accelerate obsolescence, make 
women unhappy with what they have 
in the way of apparel, make them so 
unhappy that their husbands can find 
no happiness or peace in their excessive 
savings. Every year, every season must 
have its New Look.” 

Leading to this conclusion was a 
string of statistics that stood the “Hello 
Darling” crowd on its shell-like ear. 
Hard goods took 5.5% of consumer dis- 
posable income in 1929, 6.2% in 1950's 
first quarter. Considering the sensa- 
tional jump in washing machines, freez- 
ers, and television, this increase is not 
impressive. 

Apparel lines, percentagwise, have 
fared poorly (though population 
growth and inflation have boosted sales 
to twice the money rate of 1929). In 
the year of the Crash, apparel took 
11.2% of disposable income; in this 
years first fourth, it accounted for a 
new low of 9%. 

Sadness of the soft goods story, sobs 
Puckett, is pars tere by the release 
since 1948 of no less tan 2.5% of con- 
sumer purchasing power through low- 
ered food costs. This spendable cash 
was not fully absorbed by upped furni- 
ture and appliance buying (.2%), auto 
purchases (1.2%) or home building 
(.5%). Explanation: personal net sav- 
ings in 1950 were running 50% higher 
than 1948's 6.3% of disposable income. 
“Consumers,” added Allied’s analyst, 
“have the money but prefer to keep it 
than to exchange it for what we have 
been offering. . . . With a sufficient 
amount of customer pushing, we may 

. obtain the part of spendable in- 
come that is now represented by exces- 
sive savings . . . our soft goods fiber 
must be hardened.” 

The answer: more New Looks, more 
fashion-inspired obsolesence, more un- 
happy women. Hello darling! 


BUSINESS IN BERMUDA 


Most or THE 40,000 citizens of Ber- 
muda make a business of taking care 
of the 70,000 yearly tourists—mostly 
Americans—who want to get away from 
business. In their blazing dollar pros- 
perity the islanders have no income 
taxes, no real estate taxes, no worries, 
no intention of killing the eagle that 
lays the golden eggs. Tourist-gypping 
is virtually unknown. Billboards, hot 
dog stands, loudspeakers are verboten. 
Autos are limited to 14 horsepower, 
observe a 20 mph speed limit. New 
construction must be tasteful» and 
artistic. 
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Bermudians keep their sunsplashed 
paradise unexploited as well as un- 
spoiled: non-Bermudians (including 
Britons) cannot own more than 40% of 
any business enterprise. 

ForBEs sent a reporter on a four- 
hour plane ride to survey the coral-and- 
azure archipelago for American busi- 
ness opportunities. His surprising re- 
port: there seem to be quite a few. 

Bermuda’s tourist trade is still 20,000 
or 30,000 short of annual capacity; lo- 
cal officials are keenly interested in lur- 
ing that number of “desirable” spend- 
ers. 

One possible lure: there are plenty of 
deep sea fish around Bermuda, but no 
boats to charter. A fishing-fleet opera- 
tor, furthermore, would have the ad- 
vantage of lots of on-the-house promo- 
tion from the island’s efficient publicity 
department. Selling points to Bermuda 
officials, who must approve all new ven- 
tures: game-fishing would provide jobs 
for natives as guides, crewmen, pilots; 
and game fishers who charter boats at 
$25-35 a day are likely to be well- 
heeled, would fit Bermuda’s carriage 
trade pattern for tourism. 

Water sports in general have not 
been thoroughly developed. Most in- 
teresting spots in the islands are acces- 
sible via protected waterways: water 
taxis, water bicycles, motor launches 
might well intrigue vacationers. Speed- 
boats, though, would not go with Ber- 
muda’s special charm—too noisy, too 
fast, too dangerous. 

Another lure: the government-run 
busses which replace Bermuda’s demol- 
ished railroad are about the world’s 
worst, as the islanders themselves read- 
ily admit. Tourists use costly taxis (fare 
from Hamilton to St. George, 1.7 miles, 
$2) both for ordinary transportation 
and for sightseeing. An efficient bus 
line would draw higher-than-average 
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ST. CATHERINE’S BEACH: 
Tourist-gypping is unknown 


Forbes 





—=- 7) tee CC LE EE — a oan 


, ae oe ee @ le Ee | 


ons ta fs of 








fares from a community of 100,000 
people, plus sightseeing revenue trom 
many of the 70,000-odd tourists. 


Housekeeping cabins and apartments 
would reduce the cost of a Bermuda 
vacation, encourage American visitors 
to stay longer. Hotel meals are expen- 
sive, but beef in Bermuda stores is 30¢ 
a pound. For young “desirables,” in- 
cluding honeymooners, the chance to 
cook their own meals might swing the 
vacation budget Bermudawards. Gim- 
mick: construction material and labor 
are cheaper than in U.S., rents higher. 
Selling point to Bermuda officials: local 
citizens might find cabins and apart- 
ments convenient for their own patron- 
age. 

If tourists stopped coming to Ber- 
muda, Bermudians would stop eating. 
Local officials know this, but have been 
unable to develop “insurance indus- 
tries,” except for a small perfume fac- 
tory. An attempt to mass-produce sou- 
venirs from native cedar was aborted 
when disease destroyed the trees. Alert 
fabricators would find the field wide 
open for bright ideas, provided, as al- 
ways they are in good taste. 

One joker in the Bermuda deck: no- 
body goes into business without a gov- 
ernment permit, and nobody gets a per- 
mit to compete with established busi- 
nesses. Bermuda has drugstores, tobac- 
conists, and so on, doesn’t care for any 
more. As tor the 40% interest restriction, 
a two-fifths interest in a lucrative enter- 
prise could be most attractive, consid- 
ering the idyllic working conditions 
(most businessmen work short hours, 
many work in shorts). And Bermudians 
are reasonable: many could be loaned 
enough to buy a 60% native interest, to 
be repaid out of profits. Bermudian of- 
ficials are reasonable too: they have a 
100% interest in luring new thousands 
to the isles. Before committing them- 
selves, however, they'd have to like the 
cut of an entrepreneur’s jib, be con- 
vinced he’d play cricket. In other 
words, don’t write, don’t telegraph: go. 


COLD SHOULDER FOR 
ITO? 


Surror Ito was having a bad time of 
it in the parlor. When he first came to 
call, Congress gave him a sweet “I'll be 
tight down,” making Ito from Havana 
beam with anticipated delight. He 
shifted his sad-looking posie from one 
quivering hand to the other, and 
waited. 

That was May 8, 1949. Well over a 
year later Ito is still waiting, slumped 
dejectedly in his uncomfortable seat 
with collar wilting and posie sagging. 

Ongress, Ito fears, has gone cold on 

- He listens miserably to the squab- 
ble going on upstairs. Papa Truman 
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Wide World 
STATE DEPT’S ACHESON: 


He kicked it off, others kick it around 


is stomping around, Brother Acheson is 
yelling, and the telephone jangles with 
calls from rival suitors which fickle 
Congress is answering. But nobody 
comes down to Ito. Nobody sends him 
away, either. 

Such is the awkward position of 
H.J.R. 236, the Havana Charter for 
an International Trade Organization 
(ITO). Conceived by the United 
States in its 1945 “Proposals for the 
Expansion of World Trade and Em- 
ployment,” accepted by the United Na- 
tions Economic and Social Council in 
London in °46 as a basis for a “Sug- 
gested Charter for an International 
Trade Organization,” polished by a 
Preparatory Committee in Geneva in 
1947, and passed by the Havana Con- 
ference of 54 nations in the early 
spring of *48, the Charter finally was 
brought before the House Foreign Af- 
fairs Committee last April 19 for re- 
view. 

Kicked off by Secretary of State 
Acheson, and kicked around by every- 
body else, the hearings gave proponents 
of the ITO little to cheer about. The 
full committee of 24 was on hand to 
hear Acheson’s impassioned plea for 
quick and favorable action, but after 
that Committee members stayed away 
in droves. At one time the knockers 
and the boosters addressed their 
weighty arguments to two committee- 
men, all that were present. The little 
committee room on the gallery floor of 
the House definitely ranked third-rate 
as attractions go. 

The reasons were manifold. In the 
first place, this is an election year and 
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no smart politician wants to be caught 
slapping the ape ioe on the back. 
Many of them rightly feel that H.J.R. 
236 approaches a political peril point. 
The bill has little chance of coming u 
at this session—so why stick your nec 
out until you have to? 

Another reason—and a big one: our 
export-import gap is becoming conspic- 
uous by its near-absence. Big ideologi- 
cal reason behind the Havana Charter 
at the time of the conference was to 
set up world trade so that small have- 
not countries could make a successful 
pass at exporting. At the time, our ex- 
ports topped imports by well over $7 
billion; in *48 we exported $13,305,- 
000,000, imported $7,517,000,000—a 
gap of close to $6 billion. Many Amer- 
icans found themselves favorably in- 
clined toward a charter that would 
produce a healthier, smaller gap. But 
they definitely wanted a gap—and on 
the favorable side. 

Without help from ITO, the gap 
was whittled down to half a billion 
dollars for the first quarter of 50. We 
exported $2,386,000,000 and imported 
$1,886,200,000, with our exports in 
March alone being 26% under those 
of March ’49. Imports were up 5% or 
so. Now that ECA funds and Export- 
Import Bank loans have succeeded in 
greasing the wheels of foreign industry, 
these countries are setting up the old 
familiar hurdles to our exports—quotas, 
restrictions, taxes, preference, barters, 
etc.—the very obstacles to multilateral 
trade that the ITO had circumscribed. 
A recent report of the United Nations 
Economic Commission flatly states that 
these government controls will con- 
tinue until the dollar shortage existing 
throughout the world has been elimi- 
nated. Opponents of the Charter are 
not cheered by this news. If countries 
can succeed in cutting the ground 
from under our export Seite while 
the U. S. still dictates its policies, what, 
they wonder, will happen if we rele- 
gate a sizable chunk of our authority 
to the United Nations under ITO? 

While most of those agin’ the Charter 
knit their brows over the export pic- 
ture, the American Paper and Pulp As- 
sociation worries about what joining 
the ITO will do to their imports of 
paper and pulp. During *49, 4,600,000 
tons of newsprint were imported into 
the U. S. Because of this, our news- 
papers can run to any number of pages 
that news and advertising permit. But 
if the ITO were to start allocating this 
supply, what, asks APPA, would hap- 
pen to our freedom of the press? 

The one big, basic objection to the 
ITO probably cannot be found in the 
charter itself, but in the hearts of those 
fighting against it: a lack of trust in 
the motives of foreign countries. They 
feel that the entire package is designed 


to take the United States tor a sleigh 
ride, and that—sure enough—we'll be 
taken. 

Almost to a man, those in favor of 
the essence of the Charter recognize 
these hazards, but feel that if the world 
is ever to straighten out its trade mud- 
dle, we must take the step in this direc- 
tion. They argue that if we don't, no 
one else will, that most nations won't 
ratify the Charter until the trade-domi- 
uating United States does. Says Ache- 
son: “The meaning of the Charter is, 
therefore, not in any automatic guar- 
antee of quick and complete results. 
It is rather in the fact that it represents 
agreement on objectives, that in ac- 
cepting it, members will agree to take 
many steps now possible to put those 
objectives into effect, and that it pro- 
vides the means for members to take 
further steps along the right road.” 

Perhaps the most impressive pro- 
ponent of qualified acceptance of the 
Charter is the Committee for Economic 
Development, an organization run by 
top-flight business executives. Their 
big objection to it is that U. S. capital 
is offered no “reasonable and enforce- 
able protection against arbitrary and 
discriminatory actions by foreign gov- 
ernments,” in the words of CED trus- 
tee Fred Lazarus, Jr. Also in favor of 
the Charter (and also with reserva- 
tions) are the National Farmers Union, 
the C.I.0O., Amvets, various church 
_groups, and a covey of women’s organi- 
zations (notably the League of Women 
Voters, Federation of Women’s Clubs, 
National Council of Jewish Women). 

The Daughters of the American 
Revolution, however, aligned them- 
selves alongside the Tariff League, 
New York Board of Trade, National 
Association of Manufacturers, U. S. 
Chamber of Commerce, American Bar 
Association, Labor-Management Coun- 
cil, the National Foreign Trade Coun- 
cil, and others who filed briefs with or 
appeared before the Committee against 
passage of the ITO. Most of these 
groups state that they're not against a 
world trade organization, but against 
the ITO and its “nebulous” provisions. 
They'd much prefer to base a world 
organization on a small but expanding 
nucleus of countries willing to forego 
restrictions and preferences in favor of 
mutually-benefiting multilateral trade. 
Says the U. S. Council of the Interna- 
tional Chamber of Commerce: “It’s a 
dangerous document—” 

Says CED’s Lazarus, Jr.: “World 
events will not permit us to live alone. 
As the strongest advocate of freedom 
in the world we have responsibilities to 
ourselves and to the world. Member- 
ship in the International Trade Organi- 
zation is one of those responsibilities.” 

ITO never dreamed he had such a 
complex personality. 
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7p CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. 


CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 


—— NO SIGNIFICANT CHANGE FROM IMMEDIATELY 
PRECEDING PERIODS. 


Map shows business trend in 87 separate areas, each of which is an 
“economic unit” where conditions depend on the same key factors. 
The indexes reflect business as it was during the last week of June. 
N.B.—Area indexes now require a consistent movement for two months 
instead of just one month to register an improvement or a decline. 
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rue ECONOMY 





FORBES INDEXES this month show busi- 
ness plateaus covering almost half the 
country. At least that's the way things 
stood BKC—Before Korean Crisis. How 
soon the Far Eastern turmoil will be 
felt on the U. S. economy is impos- 
sible to tell as yet, but the economic 
machine sailed into the ruckus with all 
pistons pushing. 

Forty of the country’s 87 economic 
areas showed steady advances in busi- 
ness activity for two months running. 
There were no steady declines. For 
the country as a unit, business activity 
compared with last year shows a 


jump of 7% on Forses National Index, 
putting it at its highest point since 
October, 1948, when it started its long 
downward trek lasting through to the 
end of 1949. 

Last month saw 25 advancing areas, 
five Jaggards, and a national average 
3% above the previous year. 

Among those cities worse | good 
business improvement during the last 
month are Raleigh, N. C., and Louis- 
ville, Ky. which have enjoyed a better 
than average jump in retail sales; Fort 
Wayne and Detroit, taking a rollicking 
ride with the auto industry; Milwau- 





Ten Best Cities 
(Percent Gain Over Last Year) 
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San Antonio, Tex. (5) 
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Springfield, Mass. .......... 
Fort Wayne, Ind. .......... 
OE SS ES ee 
Grand Rapids, Mich. ....... 
Dallas, Tex. (3) 
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Milwaukee, Wis. .......... 





(Figure in parenthesis indicates consecutive months listed. ) 
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kee, healthy now that the beer strike 
has been settled; Springfield, Mass., 
benefiting employmentwise from a re- 
surgence of business activity in New 
England; Tucson, stepping up with 
the current gain in non-ferrous mining 
activity; Duluth, where the heat is on 
to make up for the late opening of 
the Great Lakes iron ore season; 
Peoria, enjoying good livestock prices 
and a boost in farm employment; and 
Houston, where business is good any 
way you look at it. 

Only seven cities in the country 
showed an actual drop in the level of 
business over the month, and these 
were slips of only 1-2%. Charleston, 
W. Va., Scranton-Wilkes Barre, Pa., 
and Norfolk have all been knocked off 
balance by the slipping coal industry. 
Others with fractional declines were 
Albuquerque, Memphis, Albany, N. Y., 
and Mobile. None of these cities, 
however, have hit the downgrade for 
two or more consecutive months. 


Compared with 12 months ago the 
business trend is up practically across 
the board. A score of cities show gains 
of 10% or more—reaching as high as 
19% for Detroit. Only three—Charles- 
ton, W. Va., Duluth-Superior, and 
Reno—show minor losses. 

In New England, where stagnate 
business has been a matter for public 
discussion over the last year, there 
seems to be a mild reawakening. The 
New England zone index shows a 
gain of 9% over last year at this time. 
A recent report showed nine critical 
areas where more than 12% of the labor 
force is unemployed—four less than 
there were this spring. 

In spite of the poor crop showing 
this spring and the fact that farm in- 
come is off considerably from last year, 
the big western farming zones never- 
theless register a general improvement 
in the level of business this year over 
last. The North Central zone shows a 
gain of 4%; the South Central, 8%. The 
Mid-West zone, sparked by Michigan 
and Ohio, leads the country with a 12% 
jump. Eastern industrial strength, plus 
mining ae | in the West, have 
helped counter ce farm lags. 

All in all, with every zone showing a 
substantial gain over last year; with 
only three cities showing a net decline; 
with 40 out of 87 areas advancing for 
two months straight and none slipping; 
and with the national average up 7% 
over last year, ForBEs indexes show 
business in a rare state of health. One 
note of caution is Korea, which will 
certainly have repercussions on the na- 
tion’s economy. If the Soviets match 
our efforts on that Asian peninsula, 
mobilization may bring materials- 
rationing, price-freezing and the whole 
rigid apparatus of government control. 
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by LAWRENCE STESSIN 


GM—smooth negotiator 


Detrorr, Mic. Negotiating with a 
union can be rough and tumble—or 
smooth as one of those 16-cylinder 
jobs. Two settlements of recent 
months—the Chrysler and General 
Motors—are prime examples of the 
former and the latter. The details of 
the GM-United Auto Workers agree- 
ment has been told a hundred times 
by now—but the behind-the-scenes 
story of how the company prepared 
for bargaining has hardly been 
touched on in the public 

prints. It's a story made 

to order for management 

men because it’s chock 

full of good tips on bring- 

ing good sense and ma- 

turity to the bargaining 

table. Here goes—a 

Fores exclusive: 

Two months before ne- 
gotiations were due to 
start, the company began furnishing 
the union with vital data necessary 
intelligently to carry on the bargain- 
ing. Most of the material furnished 
was for the purpose of enabling both 
sides to assess the pension issue. 
Such statistical details as age of em- 
ployees, length of service, turnover, 
etc.; were provided. During that 
pre-negotiation period, the union 
and the company held 15 informal 
conferences. 

On March 29 came the opening 
gun. The union submitted 42 de- 
mands. Many of these were just 
“traders”—demands put on the bar- 
gaining block to be dropped or ex- 
changed in the process of give and 
take. 
The company had an original 
bargaining team of 20. The union’s 
demands were divided up among 
the members of the team for analysis 
and suggestions. For several weeks 
the company’s committees worked 
on detailed briefs and these were 
submitted to the entire group for 
discussion. Now GM was ready for 
formal negotiations. 

First proposal from management 
was to put a limit on the negotiating 
time. No round-the-clock confabs— 
for the present. Both sides agreed 
not to burn the midnight oil—1 p.m. 
to 6 p.m. was to be the negotiating 
day. The other decision was to cut 
the bargaining team—four for each 


side during the last 10 days. The re- 
maining 16 were assembled in adja- 
cent rooms, ready to give advice. 

Negotiations were conducted on a 
clause-by-clause basis. Every time 
both sides agreed to a point, the ex- 
perts were called in to write up the 
particular provision in contract lan- 
guage. Then both sides initialed the 
single item and this was rushed into 
a typing pool and run off on the 
mimeograph machine. This proved 

to be a tremendous time- 
saver because when nego- 
tiations were over, it was 
only a matter of collating 
the clauses into complete 
sets of contracts. 

During the confabs, the 
company sent out bulle- 
tins three times a week to 
each of its plant man- 
agers. In all there were 35 

negotiating meetings lasting a total 
of 250 hours. 

When the climax was coming to a 
head, round-the-clock negotiations 
began—the last one a non-stop ses- 
sion starting at 11 a.m. Monday and 
ending at 10:30 a.m. Tuesday. Dur- 
ing that period President Charles 
Wilson stayed in his office so he 
could meet with his team on knotty 
problems as they arose. UAW Presi- 
dent Walter Reuther came into the 
picture personally only once, three 
days before the signing. 

When the contract was complete, 
GM let its managers throughout the 
country know what the contract con- 
tained before the details broke in the 
press. “Operation Airlift” came into 
play. The company alerted three pri- 
vate planes. Three hours before the 
press announcement was to be made, 
mimeographed copies of the agree- 
ment were dispatched by plane to 
all the 67 managers. 

The GM-UAW settlement was 
unique on another point. In most 
negotiations both sides are at log- 
gerheads up to the last minute. Then 
there are hysterics. Union begins to 
talk strike—management then comes 
through with some compromise. 
Then there’s a settlement or a strike 
at the last minute. GM and UAW 
did nothing of the sort. Negotiations 
were finished two weeks before 
deadline. 
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Outside} 
Calls 
Here 


Own Your Own 
KELLOGG 


SELECT-0-PHONE 


Automatic Private Telephone & Paging System 


Now you can slash both direct and indirect 
telephone expense . . . Because Select-O- 
Phone handles all ‘inside’ calls automati- 
cally, you need pay rent on only a few of 
“city” telephones, instead of many. With 
full control of toll and personal calls you 
eliminate needless charges and lost staff 
time. You keep your regular switchboard 
clear — customer and essential calls get 
better service. And remember . . . Select- 
O-Phone is a full fledged telephone sys- 
tem. You have private eonversation at the 
flick of a dial and many other advantages 
only telephones offer. For 5 to 48 stations. 
By far the easiest system to install! Made 
by Kellogg, a 50-year leader in the com- 
mercial telephone field. 


Get the Full Savings Story 
New bulletin just off the press. 
Shows how Select-O-Phone 
saves a typical company 
hours and dollars every 
business day. 
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SELECT-0-PHONE DIVISION { 
Kellogg Switchboard and Supply Co. 


—_—_ a= a am ne 


6670 So. Cicero Avenue, Chicago 38, Ill. 


Please rush your new bulletin explaining all 
the ways Select-O-Phone can save my company 
money and increase efficiency. 
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NEW IDEAS 





First Class Kit 


Lots of men struggle to maturity 
without ever having been Boy Scouts. 
Abashed, they hang their heads in 
shame as the office Tom Swift whips 
up a fire with a couple of sticks and 
serves “eats” at the annual picnic. 
Take heart, fellow tenderfoots, you 
are about to be delivered. Pictured 
here is a “Snackit” which promises to 
make an Eagle scout out of the most 
urban urbanite. With it, you can cook 
a complete meal anywhere, anytime, 
and preserve the taste and vitamins of 
foods steamed much like a fireless 


cooker. The two-pan aluminum kitchen 
comes with stove and = solid-fuel 
“Heatabs” which are as removed from 
Swift's. sticks as the meson from a 
molecule. Instructions come with the 
kit. 

(Snackit Co., 18 E. Kinzie St., Chi- 
cago 11, Ill.) 


House Pores 


You may never see a house heaving 
its sides with a long sigh, but they 
“breathe” just the same. They breathe 
water — from inside outward — which 
causes paint to blister as the water 
gathers under it. Many new homes are 
constructed to minimize this phenome- 
non, others—and old homes—are not. 
Aluminum “Breather Tubes,” which act 
like oversized pores, now effectively 
check breathing by offering moisture 
easy access outward. Installed from the 
outside and flush with the siding, the 
%-inch, four-inch-long tubes are said to 
reduce moisture content between studs 
from around 18% to 1%. Screening on 
the ends of the tubes prevents insects 
from making your home theirs. 

(Cornwall & Co., 1408 E. 222 St., 
Cleveland 17, Ohio) 


Wax Works 
A new wax provides protection 
against rust and corrosion for metal sur- 
faces, gives aluminum, steel, brass, and 
other metals a dry coating that resists 
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salt spray, high humidity, and outdoor 
exposure. Steel panels, cuated with the 
new wax, show no rust after 300 hours 
exposure to 100% relative humidity at 
100 degrees. The wax dries tack free 
within ten minutes, covers 2,000 to 
2,500 square feet per gallon. Applied 
by dip, brush, wipe or spray, the new 
coating leaves a transparent film that is 
not removed through handling—but can 
be readily taken off with ordinary sol- 
vents. Paint can be directly applied 
over the wax. 

(S. C. Johnson & Son, Inc., Racine, 
Wis.) 


Picket Fence—1950 


The old picket fence is back on the 
market again, but in a size and ma- 
terial that hardly stirs nostalgic mem- 
ories. The new fence is made of 
aluminum with fence pickets eight 
inches high. Each 36” section comes 
with three detachable ground pickets 
which extend the height of the fence 
to around 12 inches. Made of 1/32” 
gauge aluminum, the fence is flexible 
enough to permit bending around cir- 
cular flower beds, trees, etc. Sections 
come 24 to a carton (72 feet). 

(Eclipse Mfg. Co., Cleveland, 
Ohio.) 


Plastic Gear 


Machinery comes expensive. One 
costly item that jacks up the new-tool 
bill is the shaping and forming of metal 
gears. A new plastic, “Enrup,” gives 
promise of slashing gear-machining 
costs to a minimum because it can be 
molded in one piece to ey close 
tolerances, thus eliminating elaborate 
finishing operations. The new plastic 
is said to bridge the gap between soft 
and hard rubber, has a high tensile 
strength, resists abrasion and chemi- 
cals, and can be produced in varying 
degrees of flexibility. Other advan- 
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tages: it’s light in weight, stable at 
high temperatures, and has a high 
dialectric (insulating) strength. 
(United States Rubber Co., Rocke- 
feller Center, New York 20, N. Y.) 


Microfilm Reader 


Shown below is the latest in micro- 
film readers. The model “MPE” pro- 
jects both 16 and 35 mm. negative or 
positive film, and has a magnification 
vt 19 to 1—especially suitable for the 
reading of microfilm editions of news- 
papers. A scanning device permits 
any part of the document to be moved 
to the center of the screen for easier 


reading, while a handcrank provides 
convenient length-wise screening of the 
film. The 20-inch square screen has 
a blue-tinted, matte finish which holds 
glare to a minimum. The reader is a 
little over three feet high, weighs less 
than 50 Ibs., is made of sheet steel 
with a metallic gray finish. 

(Eastman Kodak Co., Rochester 4, 
N. Y.) 

Burglar Bait 


Burglars, pilferers, and other char- 
acters up to no good frequently take 
advantage of fire-protection laws re- 
quiring that certain doors be readily 
opened. In order to prevent this sur- 
reptitious egress from buildings, and 
yet insure protection, a new Under- 
writer-approved exit lock is now being 
marketed. It permits authorized per- 


' sonnel possessing keys to open the 


door, but sounds an alarm if unoffi- 
cially opened, or opened by those flee- 
ing fire. In case of fire a metal tab 
is stuck against a glass panel, the 
breaking of which automatically opens 
the door and concurrently sets off the 
alarm contained in the lock. If used 
for purposes other than safety (except 
that of the burglar), the alarm warns 
management. The locking mechanism 
weighs five pounds, is automatic, and 
requires no wiring. 


(Hunter Tool Co., Lock Div., Los 





Angeles 35, Calif.) 
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Here is an ideal city in a delightful sub- 
tropic location where life is pleasant all 
the year. Add to this the advantages of 
low plant costs, low operating costs, many 
special types of natural resources, good 
transportation, growing markets and con- 
tented labor—and you have a combination 
worthy of investigation. Let us give you 
more facts about industrial and business 
opportunities in ‘’The Sunshine City.” For 
your copy of “Inventory of Industrial 
Advantages” write on your business letter- 
head to George B. Dunn, Industrial Depart- 
ment, Chamber of Commerce, St. Peters- 
burg, Florida. 


THE SUNSHINE CITY 
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ACME name plates, in beautiful de- 
sign, for the desk of every executive. 
Handsomely fashioned of wood and 
plexiglass, they add dignity and effi- 
ciency to your office. An appropriate 
item for your business associates. 
Price $3.50, post paid. 

ACME mfrs. a complete line of bul- 
letin boards. Over 100 styles to fit 
your every need. Send for catalogue. 


ACME BULLETIN COMPANY 
37 East 12th St., Dept. F-3, New York, N.Y. 

















Do you use just your thinking mind? If you 
do, you are missing 90 per cent of your 
possibilities. Those occasional hunches are 
the urges of a vast sleeping force in your 
inner mind. Learn to develop and direct it. 
Push obstacles aside and master life with an 
energy you have overlooked. Send for FREE ? 
SEALED BOOK. It tells how to obtain 
hess tecchings. Addeess Sete TLC. ° 


? She ROSICRUCIANS ? 


? SANJOSE {AMORC} CALIFORNIA 








READERS SAY 


(CONTINUED FROM PAGE 4) 





not purchasing any more stock or selling 
what I have. 

My, perhaps drastic, estion is that 
any general wage raise should be voted 
upon by the stockholders or a committee 
"9 stockholders not on the payroll equiva- 
lent to the number of ors. 

—Epwin L. LExHMaN, 
Camden, N. J. 


Upon receipt of the 1950 company re- 

port, I wrote Mr. Gross, president of Lock- 
eed Aircraft Corp., that some of the di- 

rectors owned little or no stock in the 
company, and that this would indicate 
they had little or no faith in the future 
of Lockheed. 

The attached is his reply, from which 
it would seem Mr. Gross is under the mis- 
apprehension that a man with nothing to 
lose is as concerned about the future of a 
company as a man who has his life sav- 
ings invested. This is contrary to current 
opinion that employees and workers who 
own stock in the company for which they 
work are better workers, more dependable, 
and not inclined to Communism and wild- 
cat strikes. 


I plan to sell my holdings of Lockheed. 

I don’t care to have money invested in a 

ged where the directors have so little 
aith. 

—Joun A. SUTCLIFFE, 

Rocky River, Ohio. 


President Gross’ Reply: 

I wish to thank you for the letter you 
sent along with your proxy vote and I 
note that you have reiterated the convic- 
tion that you expressed previously about 
the members of our of Directors 
who own no stock in Lockheed. 

You will recall that in my answer I 
pointed out that there were two schools 
of thought on this question and that we 
believed that having some directors who 
own little or no stock brought an impar- 
tial judgment in the operation of our com- 
pany since these men are not affected 

nancially by any changes in our com- 
pany program. 

Our experience has confirmed our belief 
that this y somes | has unquestioned merit, and 
we have found that the Lockheed directors 
who own no stock have made valuable 
contributions to the progress and success 





CHEMICAL 
B AN K 
TRUST COMPANY 
Founded 1824 
165 Broadway, New York 


CONDENSED STATEMENT OF CONDITION 
At the close of bitsiness June 30, 1950 
ASSETS 


Cash and Due from Banks. 


$ 402,419,942.46 





U. S. Government Obligations—___. 
State, Municipal and Public Securities 
Investments——___ 
ee ee as 


Other Bonds and 
Banking Houses. 


511,288,433.22 
122,462,637.77 
4,185,215.48 
480, 140,108.98 
433,292.35 





Other Real Estate 


2,229,109.09 





Credits Granted on Acceptances——___ 
Interest and Accounts 


23,045,956.01 
4,901,030.54 





1,148,123.66 





LIABILITIES 
Capital Stock______._ $25,000,000.00 
rplus —_—_——— Eee 7 5,000,000.00 
Undivided Profits—._ 15,081,250.44 $ 115,081,250.44 
Reserve forContingencies__ 
Reserves for Taxes, Expenses, 
Dividend Payable July 1, 1950______ 
$29,649,670.97 


+2,839,074.99 


Less 
held in portfolio) 


$1,552,253,849.56 
————— 


4,445,223.78 
4,537,677.60 
1,125,000.00 


C——— 


26,810,595.98 
9,769,051.07 





Ouher Liabilities 





1,390,485,050.69 
$1,552,253,849.56 
———— 








of our company.—Rosert E. Gross, presi- 
dent, Lockheed Aircraft Corp. 


When I received from the Stewart-War- 
ner Corp. their annual report and proxy 
for my signature, I made the notation on 
same that it was not to be voted for any- 
one owning less than 100 shares of stock 
on date of election. I am a firm believer 
that no one should be a director of any 
company unless he is a substantial owner 
of same. 

In reference to the annual report, I took 
the liberty of writing them that, in my 
estimation, the directors of this a 
had used their position to make a gra 
from the stockholders, that the stockhold- 
ers should have been consulted or allowed 
to vote upon it, and that the management 
should have gone into the market 
and bought their stock as I did mine. 


—H. F. Etsey, 
Wellston, Okla. 


Your editorial “Are Proxies Outmoded?” 
relates to a subject that should concern 
every stockowner. I have no doubt many 
have thought about it, but stopped short 
of publicly expressing their views. You, as 
an editor ba businessman who doesn’t 
“shelve” problems, can and should keep 
this subject before stockowners until a 
solution is found. 

Just as none of our miracles of produc- 
tion was devised complete by one man be- 
fore work was started, so is it unlikely that 
a satisfactory plan can be pomeres by 
one person, or at one time. But with start- 
ing ideas—which you invite—and the re- 
finements which the experiences of others 
can make, a plan can be evolved which 
offers enough prospect of success to be 


We will all agree, I hope, that we do 
not want Government to exercise control 
of business. 

I offer this suggestion: We won't find 
answers until we try. Have proxy forms 
carry the question “Do you favor a proxy 
committee independent of the manage- 
ment?” If a majority of the stock is voted 
affirmatively, there would be the problems 
of creating such a committee and of de- 
termining what its powers were in the case 
of other specific questions carried in the 
proxy statement. I have no doubt there 
are answers to those. 

How would it be to formulate a plan 
out of the suggestions you receive, publi 
it, and invite further comment? 


—Husenrt E. SNYDER, 
Cleveland, Ohio. 


If found feasible, we plan to do this 
by-and-by.—Ep. 





25 YEARS AGO 


“If there is one thing above all 
others that will stimulate busi- 
ness, it is tax reduction. If a con- 
structive economy in Federal ex- 
—— can be assured, it will 

a stimulation to enterprise and 
investment.” 


—PRESIDENT CALVIN COOLIDGE 
Forses, July 15, 1925 
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Period of watchful waiting 





With THE Nation’s industrial machine already 
pounding along at high speed, our Korean inter- 
vention adds to the inflationary pressures inherent 
in our economy. Immediate impact won't be severe, 
but should the struggle expand into a major war- 
time effort, the economy will begin to feel the 
strain. Then a clamp-down on men, machines, and 
money will be a “must”—wages, prices, jobs, and 
materials going under strict control. 

Meantime, a period of watchful waiting prevails. 
Military and political policies will cenadiiene eco- 
nomic activity, though the Administration plans 
“business as usual.” Degree of any economic mobil- 
ization will depend upon the course of events in 
next few weeks. (A long-pending Emergency Pow- 
ers Act is still in the works). 

Some indication of how businessmen react to 
the situation is given by the National Retail Dry 
Goods Association. Its Committee on Emergency 
Controls has recently urged its 7,500 member stores 
to “carry on.” At the same time, it was appoint- 
ing subcommittees to investigate and report on re- 
tail problems in a possible emergency. Subjects to 
be studied include inventories, utilization of re- 
sources, services, prices, credit, and manpower. 


Business At High Level 


Up to a few weeks ago, the upward surge in 
business and consumer spending led to greater 
optimism for second half of the year results, with 
all signposts pointing to a continued high level of 
income, production and jobs. Clouding this favor- 
able outlook, however, were the threats of crippling 
rail strikes. Another development causing some 
concern was a series of “soft” spots discernible in 
certain sectors of business. 

Foremost was the fear that the wage-earner may 
be over-extending himself, particularly in regard 
to houses and automobiles. These two sturdy props 
to the business boom were becoming increasingly 
vulnerable, it was. thought, because they were de- 
pending more and more upon an expanding debt 
structure. The more people spent on consumer 
durables, the less they would spend on clothing, 
etc. The spotty situation noticeable in retail trade 
and soft goods was attributed in large part to the 
greater percentage of income being tied up in 
rwinaatgd payments on mortgages and instalment 

oans. 

However, as the New York Federal Reserve 
Bank observes, delinquencies and repossessions are 
still reported to be nominal. General feeling is that 
while the present high level of income is sufficient 
to support this papenetin of consumer debt, a 
weather eye will have to be cocked by credit 
guardians. 
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The Government's fiscal unpreparedness high- 
lights the current tax and budgetary picture. Clos- 
ing the fiscal year 1949-1950 with a $3.4 billion 
deficit (over $5 billion had been expected), con- 
tinued deficit financing will be the order of the 
day. While our legislators were gunning for a $1 
billion tax relief cut, they'll have to reconsider their 
objectives (even though this is an election year). 
A shooting war requires a greatly expanded ex- 
penditure, and the illusory “economy” measures 
recently imposed by Secretary of Defense Louis 
Johnson upon the armed forces will have to be 
jettisoned. 


Inflationary Forces At Work 


How much government spending will be stepped 
up is still a guess. Nor do we know how business 
and individuals will react, though there have been 
some signs of forward buying on their part. Recol- 
lection of the shortages and price rises experienced 
in the last war may prove to be a powerful in- 
ventory upbuilding stimulant as the broad outlines 
of government policy are revealed. 

Repetition of the inflationary forces working in 
the early ’40s is expected should large-scale spend- 
ing reduce civilian goods while deficit financing 
swells our dollar supply. This specter accounted in 
part for the gyrations of the stock market—the im- 
plied threat of higher taxes, smaller profits, com- 
bined with worried speculation over the future 
value of the dollar were factors contributing to 
whatever technical adjustment the market was go- 
ing through. All in all, stock market reaction was 
more or less in traditional vein. Its future course 
will await upon further clarification of the nature 
of our overseas adventure. 

Thumbnail sketch of the performance of Amer- 
ican industry under pressure is provided by a study 
made by The Exchange, magazine of the New York 
Stock Exchange. Production in the years 1942- 
1945 was prodigious, yet profits were held down 
by taxes, extra depreciation reserves, inventory 
write-downs, etc. 

Net income of 798 listed firms in 1941 jumped 
21.2% over the previous year to hit $4.3 billion. 
But in 1942 income fell off 4.6% to $4.1 billion. 
Earnings again rose slightly (3.2%) in 1943, then 
fell off in 1944 and 1945, hitting a low of $3.4 
billion in the latter year. 

At present, there isn’t much businesssmen can 
do except review plans and commitments in the 
light of possible developments. Present uncertainty 
will not be cleared until the Administration evolves 
a definite policy. Right now there are too many 
intangibles—the Soviet Union holds the key to most 
of them.—E.S. 








inute 
quiz... 


for Investors ! 


It’s easy enough to take—but may be 
more difficult to pass. The questions 
are those that any prudent investor 
should ask himself from time to time 
—the kind that he should have good 
answers for. We just put these six to- 
gether to help you clarify your own 
thinking—to help you decide how 
sound your investment program may be. 


Here’s the quiz:— 


1) Have the prospects for the industries 
—and companies—represented by my 
holdings, changed materially in the 
past six months? 


Do present earnings adequately cover 
current dividend rates—the income 
I’m counting on? 


If I were selecting stocks today, 
would I buy the same ones I own 
now? If not, should I consider sell- 
ing them? 


Have I maintained a proper balance 
between protective, income produc- 
ing, and growth type securities? 


Have there been any recent changes 
in management—or business—that 
alter the outlook for companies that 
concern me? 


6) Am I thoroughly satisfied that the 
securities I own are the best that 
money can buy—for my purposes? 


If you aren’t satisfied with your an- 
swers—perhaps ours might help. 


Our Research Division will be glad 
to send available facts and informa- 
tion on any stock that interests you 

. will be glad to examine a list of 
your holdings—tell you just what it 
thinks in terms of your needs, your 
objectives, your particular situation. 


There’s no charge, no obligation, 
whether you’re a customer or not. Just 
tell us something about yourself in 
confidential letter to— 


Department SD-40 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 98 Cities 








INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 





Attractive utility stocks 


Many Investors prefer to buy stocks 
of large companies only. This is partic- 
ularly true in the case of institutions or 
trustees. It is also true with regard to 
people who have had years of experi- 
ence in making investments. 

Many readers write asking for a list 
of utility stocks which will provide a 
reasonable return without too much 
risk. Generally speaking, electric util- 
ity companies are less susceptible to de- 
pression than most groups. Nothing is 
on the horizon to take the place of elec- 
tricity. The utility companies have been 
well-managed and, since the Securities 
and Exchange Commission has func- 
tioned, there has been no high financ- 
ing, a common occurrence in the 1920s. 

Accordingly, I submit a list of com- 
mon stocks of electric companies with 
annual revenues of $50 million or over: 


share. In other words, instead of buy- 
ing 100 additional shares on every de- 
cline of $5, he buys $1,000 worth of 
stock on such declines, not being con- 
cerned with the number of shares. As 
the stock declines, the $1,000 will buy 
a greater number of shares, so that the 
average cost is reduced substantially. 
A few years ago I recommended 
Capital City Products, listed on the 
New York Curb. The company is a 
manufacturer of margarine, mayon- 
naise, and other products. Shortly after 
my recommendation, the company de- 
clared a sizable extra cash dividend, 
and the stock was split two for one. At 
its current price of 20, it is now around 
the price where it was when I recom- 
mended it. The stock is closely held, 
a considerable amount being owned by 
Stokely-Van Camp. Total capitalization 





Approx. 
Current 


American Gas & Elec 

Boston Edison 

Central & South West 
Cincinnati G. & E 

Cleveland Elec. lum 
Commonwealth Edison 
Consol. Edison of N.Y........ 
Consol. Gas of Baltimore 


Consumers Power 


Detroit Edison 

Duke Power 

General Public Utility 
Middle South Utility 
New England Electric 
Niagara Mohawk Power 
North American 
Northern States Power 
Ohio Edison 


Penn Power & Light 
Philadelphia Electric 
Public Service G & E 
So. California Edison 
Southern Company 
Texas Utilities 

Virginia Elec. & Power 
West Penn Electric 


Annual Latest 
Dividend Earnings 
Rate per Share 


$3.00 $4.19 
2.80 2.91 
0.90 1.40 
1.80 3.33 
2.40 3.06 
1.80 2.13 
1.60 2.22 
1.20 1,52 
2.00 2.50 
1.20 1.83 
4.00 8.36 
1.00 2.00 
1.10 1.88 
0.80 1.41 
1.40 1.94 
1.20 1.40 
1.04 


Dividend 





Stocks of electric companies are suit- 
able for “Dollar Averaging,” a method 
many organizations use to reduce the 
average cost of securities. For example: 
A man invests $1,000 in a stock at $30 
a share. He can buy 33 shares. If the 

rice declines to $25, he buys another 
1,000 worth, or 40 shares. If it de- 
clines to $20, he buys another $1,000 
worth, or 50 shares. After this purchase, 
he would own 123 shares at a total 
cost of $3,000, or an average of $24 per 


34 


consists of but 200,000 shares. Effec- 
tive July 1, the tax on margarine wi 
be removed, and it is likely that the 
rospects for this company will be en- 
Eactied: The company’s fiscal year ends 
August 31, and I would not be sur 
prised at earnings of more than $4 4 
share. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on requet. 


HEel ei orbes 















The experience of half a century has 
convinced us there is a scientific formula 
for fortune building. Success over many 
years has also proved psychological in- 
terpretations most fundamental. It is far 
better to know the time to sell to the 
optimists and the time to buy from the 
pessimists than it is to be familiar with 
economic statistics. 

Years .of accuracy have built us pre- 
eminent recognition for long-term market 
reliability. That is why worried investors 
write from many parts of America to 
get the “Stock Market Appraisements” 
we formerly syndicated nationally on 
financial pages under the heading, 
“ROYSTONE SAYS.” 

Our newspaper followers realized that 
when and what to buy and sell is about 
all one needs to know about the stock 
market. No wonder Wall Street is so 
anxious to keep in contact with our 
analyses. 

This demand from everywhere for re- 
liable guidance on when and what to buy 
forced us to publish our comments in in- 
expensive weekly bulletins. 

To buy with the “good buying” and 
sell with the “good selling” largely . 
eliminates the hazards of speculation. 
Now, thanks to the discovery, made while 


YES—FORTUNES WILL BE MADE BUYING 
AT THE NEXT BARGAIN BOTTOM 





W. H. ROYSTONE 
INVESTMENT ANALYST 


Who, from devoting many years protecting 
investors from danger,’ wrote ‘‘America To- 
morrow,” called “the most far-seeing eco- 


nomic guide for the future,’ 
personal clients with his ‘27 Safety Rules” 
for investors and traders. 





growth values. He does not realize the 
great number of stocks listed that are 
actually in a trend of natural retrogres- 
sion. He does not know how few are 
impulsed by special advantages. However, 
even the few that look like growth stocks 
have their own peculiar limitations. 

Thinking realistically, we must agree 
that fortunes are built from small funds 
only through specializing, not through 
diversification. A few poor selections can 
destroy the gains of years. Recently, our 
clients bought a pre-reorganization bond 
that doubled in price and an oil stock at 
six that went to fourteen. Our newest dis- 
covery at four, to be announced, has 
great fortune-building promise. Another 
selling below twenty—yielding 8%, we 
expect to advance in spite of a bear 
market. 

The only sure fortune-building is done 
through such fund enhancement. That 
alone will offset higher living costs. That, 
and fortune-building requirements, calls 
for at least a fifty per cent fund gain each 
year. Instead, the great majority of in- 
vestors see their cash values shrink each 
year. 

Read what the Press Service that 

syndicated his “Comments” said: 

“What ‘Roystone Says .. .” is re- 


, 


sent free to his 





evaluating fundamental psychological fac- 
tors found in the Roystone Heavy Industry Formula, we are 
enabled to detect the difference between distribution and accu- 
mulation, to tell the correct time to buy and sell. We follow 
the insiders who make the market, not the public that buys 
during distribution and sells during periods of accumulation. 

Without such “insight” the average investor never has a fair 
chance. Instead of building up a fortune in a few years, he sees 
his funds shrink year after year. Unfortunately, investors and 
traders are equally victims of psychological distortions. Follow- 
ing popular sentiment, they too often are forced to buy when 
they should sell and sell when they should buy. To protect 
clients against these errors, we developed our 27 Safety Rules 
for Investors and Traders. 

Today, we realize we have reached a condition in our economy 
that puts too many investments under shrinkage pressure and 
so have no growth futures. Investors should not seek dividends 
at the expense of fortune-building growth values. 

Often, before the fifty-point break in 1946, we warned against 

a drastic decline. We got clients out of stocks before the June 
war scare break. We advised conserving cash to buy special situa- 
tions, long-term growth possibilities independent of general con- 
ditions. Anticipating such breaks to buy growth bargains makes 
all the difference between failure and fortune-building. 
_ Naturally, the long trend turning points are absolutely essen- 
tial to the investor. Knowing a “bull market” from a “bear 
market” is the one guarantee of security. Waiting and watching 
has built most of the large fortunes made in Wall Street. It 
would require pages of space to reprint the hundreds of letters 
of appreciation from longstanding clients now in our files. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis 
of growth prospects in special situations such as those we have 
selected to buy at the next bargain bottom. While they await 
opportunities they need instruction to protect them from the 
dangers of popular misconceptions such as the universal mistake 
in forecasting the 1948 election. 


GROWTH FIRST — THEN DIVIDENDS 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy at any time and 
be sure of a profit. He has slight knowledge of the economic and 
investment cycles. He seldom considers that many businesses out- 
gtow their initial advantages. He knows next to nothing about 





spected by the best in Wall Street, from 
the small speculator to the largest: investment trusts. 

“One thing is certain: Roystone knows the stock market. With 
a truly remarkable record in earlier years, since he has been 
writing for this service he has foreseen all the important market 
changes. 


“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many good 
Wall Street technicians.” 


We cannot take our first step in fortune-building until we 
are able to avoid being victims of distribution. That is why we 
earnestly believe there is a tremendous need for honest in- 
vestment and business guidance. Such assistance can be derived 
only from factually appraising future investment values in the 
light of political and social trends. It was such factual appraise- 
ment that enabled us correctly to foresee the 1948 election 
results and the resultant market break. Without such guidance, 
there is small hope for the individual in his quest for financial 
independence. 

Now, to help you in your personal problems, we have created 
our special protective and instructive Contact Service to 
replace our newspaper comments. The fee (for 52 weeks) for 
the present, is only twenty-five dollars, or five dollars for advice 
covering the next seven weeks of the current critical period. 


These same weekly bulletins that cost you only twenty-five 
dollars for fifty-two weeks, go to thousands of clients from coast 
to coast, including those paying one hundred dollars a year for 
personal guidance and to banks and big business. 


What the Weekly Bulletin Said at Market Top, 
May 31, 1946, before the 50 point drop 

“The market is now in the zone of distribution, positively 
dangerous. 

“In 1940 when the averages were 138 and Wall Street was 
wild-eyed over inflation, we alone were positive the averages 
would go down to 96. They did. Now that prices are again at 
a dangerous level, everybody is most confident.” 

Remember, knowing when and what to buy is the secret of 
safety and success in fortune-building in Wall ‘Street. When 
you send check for $5 or $25.00 be sure to ask for “America 
Tomorrow” and those famous 27 Safety Rules for Investors and 
Traders. W. H. ROYSTONE, Forest Hills 8, Long fstand, N.Y. 
(Instituted 1931). Mid-town consultation appointment $25. 








July 15, 1950 








a waned 





85 








BABSON’S OFFERS 
Investor's Envelope 


at cost of preparation and mailing 
Contains: 


3 Growth Stocks to BUY 

3 Income Stocks to BUY 

4 Appreciation Stocks te BUY 
50 Securities to SELL 

$20,000 Investment Program 
Family Income Budget 
Famous Babsonchart 


Only a limited number of these Envelopes 
will be prepared. 

charge of $2.00. Send no money now but 
request your Copy TODAY! Print name 
and address clearly and mail this Ad to 
Dept. F-91 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 














A COMPLETE 


TRAD ERS TEXT BOOK! 


“THE CHARTCRAFT METHOD 
OF POINT AND FIGURE TRADING" 


The most concise and easily 
read book on a practical 
method that reduces stock 
market trading to a mechani- 
cal science. 97 pages. 
6x9 inches over 100 descriptive 
charts (10 day return privilege). 

$2 a copy, from 

WILLIAM-FREDERICK PRESS 
315 W. 35th Street, New York 1, N. Y. 











TOLD 
FLASH®? or 


STOCKS BEFORE RECENT CRASH. Another 
routine performance by Admiral Fleming and his 
analysis. KNOW IMPORTANT CURRENT AD- 
VICE. $1 TRIAL, new inquirers, DON’T DELAY. 
Use Airmail. 


SUCCESSFUL TRADERS ANALYSIS 
Box 244, ESD, San Diege, Calif. 























MARKET OUTLOOK 





by JAMES F. HUGHES 


Market awaits developments 


COMMUNIST AGGRESSION in South 
Korea considerably increased the tem- 
perature of the cold war but at the 
same time rapidly cooled off a hot bull 
market psychology. The important 
ae ao now is whether the war will 

me hotter and expand while the 
bull market psychology grows colder 
and contracts. 

It is easier to raise this problem than 
it is to solve it. However, as far as 
the future of the market is concerned, 
it is probably not necessary to know 
exactly what the course of military de- 
velopments will be. It was generally 
assumed that the communist invasion 
of South Korea would not immediately 
precipitate a general war. Nevertheless, 
stock prices declined sharply, partly for 
technical reasons and partly because 
people felt that the trend of events in 
the past five years made war with Rus- 
sia a ieaual probability some time 
within the next few years. 

Now that the Kremlin dictatorship 
has sanctioned an armed invasion of 
South Korea by the Northern com- 
munists it is probable that longer-range 
investment thinking will be dominated 
by fear of a general war. This was the 
situation in the market from 1938 
through 1941. Fear of war, or rather 
fear of political administration of war- 
time controls and taxation, kept aver- 
age stock prices in a broad intermediate 
trading range with a moderate down- 
ward bias, despite the persistent ex- 
pansion of industrial activity and bank 
credit, from the autumn of 1938 to 
the spring of 1942. 


In the present situation, the belief 
that there will be no major war with 
Russia, and that business will continue 
at high prosperity levels into 195], 
may well prove to be true without, 
however, resulting in a stock market 
recovery to average prices substanti 
above recent highs. During the last few 
months there was little fear of a maj 
war with Russia or of any major 
cline in business. Despite this fact the 
actual performance of the market 
indicated deterioration in a broad de- 
mand for common stocks. Demand be- 
came increasingly selective, a develop- 
ment that in the past usually fore- 
shadowed something more than a brief, 
technical correction. 

It is difficult to believe that the near- 
term uncertainties generated by the 
Korean situation could be just what the 
market as a whole needed to overcome 
the increasing selectivity, in evidence 
for three months, and to resume a broad 
general uptrend. If the accepted as- 
sumption that the Korean co will 
be localized proves to be wrong, there 
could be further substantial declines in 
many high-grade investment stocks dis- 
counting operations under a wartime 
economy. 

Most of the important. intermediate 
turning points in recent years have been 
indicated by mechanistic relationships. 
Until there are some definite indications 

rovided by either climax or price 
breadth relationships, it seems reason- 
able to assume that market recoveries 
will be held within technical limite 


tions. 
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| HOW RIGHT CAN YOU GET? 


Facts speak louder than words, or empty promises. The Sensitive 


PANES INBIS3 Index spoke its facts again which, for the future, are better 
JONES INDUSTRIALS han dened 





But today’s obvious fact was yesterday’s unheeded prediction. A 
few weeks ago, we advertised in these very pages that “a si 

of important movements” had been registered by our SENSI- 
TIVE INDEX. Those who availed themselves of the oppor- 
tunity to share that signal with us, and our regular subscribers, 
must indeed be happy now, for they found out IN ADVANCE 
that A SIGNAL OF DECLINES had been indicated by the 
S. I. as well as by our Psychological study—Cycle Z. 


SENSITIVE INDE, YES, THE SENSITIVE INDEX 
PREDICTED THIS DECLINE 


There is no point in false modesty. It was right, and we know it, 
and we want you to know it, so that right now you can begi 
to avail yourself of the amazingly accurate signals of a PROFIT- 
MAKING service. 


Study the chart on the left. There you will see that long before 
it was even suspected that there might be clouds on the market 
horizon, we were ee clients of the approaching storm. 
MAR Apr y UN ps Weeks in advance our SENSITIVE INDEX began to register 
ee a conclusive Strong Selling Signal. As the accompanying chart 
shows, we then said, “Sell A,” which meant EVERYTHING. 
With the S. I. going down and the D. J. Ind. going up, the 
handwriting for this “bull” market was on the wall. It was clear that strong hands were deserting the market and 
that major distribution was in progress. So that there may be no doubt in your mind that we called this decline, 
just as there was none in our clients’ minds, LET’S CONSULT THE RECORD: 











On May 8 we said: “The Strong Selling Signal of the S. I... . is gaining greater and greater force.” 


On May 29 we said: “The market now shows clear signs of major distribution . . . it is becoming CLEARER 
AND CLEARER that the market is subject to a reversal OF MAJOR SIGNIFICANCE.” 


On June 12: “. . . this negative action of the S. I. is weak enough to indicate sizeable declines.” 


= June 23: “. .. there is a cyclical indication of a potentially sharp decline starting from the high levels of today, 
une 23.” 


Yes, the Averages did go a little higher after we advised selling, but this was anticipated, for the market usually goes 
a little higher after the start of a Selling Signal. Besides, only a fool rushes in to get the last point of profit, and 
only a bigger fool actually believes he can get it. Everything is relative, after all. We called the turn a few weeks 
before the top. JUST HOW RIGHT CAN YOU GET? 


If you did as well, you do not need our studies; but if you were left stranded at the top of this market with your 
pockets full of stock certificates bought at psychologically inflated prices, then you owe it to yourself to get 
acquainted with the Sensitive Index. Take a berth on the profit train where Mr. S. I. is the ever-faithful conductor. 
Get on the RIGHT side of the market with a RIGHT study. Give the S. I. a try and you'll see JUST HOW 
RIGHT YOU CAN GET. 


CYCLE Z: As far back as January, 1950, our subscribers were given a “Work Chart” with Cycle Z shown to be 
effective on July 6th. Cycle Z is a psychological study which indicates an important reversal (decline) will take 
place if bullish sentiment is excessive teu weeks before the operative date. 


SPECIAL OFFER I ele be Ot onl oleh chew 
TO NEW SUBSCRIBERS | STEPHEN GARGILIS Financial Service, Dept. F-16 


If you have never tried this ice before, cond 30 Huntington Avenue, Boston 16, Massachusetts 
$10.00 for a two-month trial period. This is a spe- 
cial offer. Send for it now and take advantage of 
the present offer! 


With your trial subscription, you will also receive 
our booklets explaining the action of the Sensitive 
Index with many graphic charts, complete rules to 
follow when using this Index, and photostatic copies 
of our bulletins at critical periods in the market. 
From them you will observe that this success is 
not an isolated one for the S. |. It called the 1949 
bottom, the 1948 top, and other importent turn- 
ing points. 








material. Enclosed find .......... ($10.00 plus 30¢ extra for Air 


Yes—send me two months of your Bulletin Service and special offer | 
Mail, if desired.) | 


ZONE .... STATE . 
(Please Print) 
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HOW SAFE 
ARE 
COMMON 
STOCKS? 


Does the drastic market decline since 


June 12 portend dividend cuts? Read 
aMARET OUTLOOK at iC PMARCIAL WeaLD, 

nd ev w n ° 
which supplies dependable investment guidance to nearly 
$5,000 conservative investors for income. 


Wide price fluctuations in the stock 


market have created the impression that 
stocks, particularly common stocks, carry a high degree 
of risk. If you want the facts, read “HOW SAFE 
ARE COMMON STOCKS?”, published FINANCIAL 
WORLD and sent Free with any subscription offer below. 


MAKE THIS SOUND 
INVESTMENT DECISION TODAY 
RETURN THIS “AD” and $6 check (or 


money order) and receive: 

(a) Next {7 weekly issues of FINANCIAL WORLD 
(each full of vital facts and unbiased advice about 
securities) ; 

(b) Next 4 coples of our monthly pocket Stock Appraisals 
Manual with latest data and RATINGS on 1900 
listed stocks; 

(c) Personal Investment Advice by mail, as per rules; 

(d) “‘How Safe Are Common Stocks?’”’, “‘is the Market 
Too High?’’ and “Honor Roll of 25-Year Continuous 
Dividend-Payers.”’ 


Or, return “ad” and $18 for a year’s 


subscription (or $10 for six months) 
for our 4-Part Investment Service, including coming 
annual 288-page $4.50 book of “STOCK FACTO- 
GRAPHS.” Subscription price soon advances to $20. 
Money returned on above offers if you are not convinced 
and satisfied in 30 days. 


FINANCIAL WORLD 


86-FB ‘Trinity Place, New York 6, N. Y. 





DO YOU Our June Ist 
REME ABER? adv.in Forbes! 


Our clients were prepared for the recent 
break in prices. Were you prepared? 


You May Be Amazed 


how many significant clues are hidden in such 
financial page data as volume, odd lot trading, pro- 
fessional trading, issues traded, advances, declines, 
new highs, etc. For samples of our unique MAR- 
KET X-RAY GRAPHS and latest bulletin, send 
$1 to Dept. F-7. New inguirers only. 


MARKET ACTION 


INC. 
P. O. Box 986, G.P.O. New York 1, N. Y. 














SELLING SHORT? 


Send $1 for a treatise on short selling and 
a 4 weeks’ trial subscription to a successful 
investment service. : 


RALPH 8. HANSON 
| P. 0. Box 283 Savanna, Illinois 











STOSK TRADERS! LET US HELP YOU 


TRADE WITH THE TREND! 


Weekly releases of primary and secondary trends 
and strength ratings of general market and 40 
selected active trading stocks. 


| Lec us send you FREE, a sample of our clear, con- 
‘| cise SUPPLY AND DEMAND TREND AND 
"| STRENGTH market analysis. 


E. R. DAVIS 











1708 So. Humboldt Ave., Minneapolis) 5, . Minn. 
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MARKET COMMENT 





by LUCIEN O. HOOPER 


Effects of war scare 


' On Monday, June 26, the fundamental 


character of the market suddenly 
changed. Fear of war, or something 
resembling it, replaced quiet confidence 
that war would be avoided. Emotional 
trading took the place of orderly in- 
vestment thinking. Selectivity largely 
disappeared. New and confusing fac- 
tors loomed in the outlook. Most re- 
cent financial literature seemed to be 
made obsolete overnight. In a few 
hours, the “Dow” was down to around 
206, with about one-third of a year's 
rise cancelled out. No one knew ex- 
actly what was about to happen. 

War, or quasi-war, is traditionally 
bearish—especially in its early stages. 
It is infationary, yes; but the govern- 
ment quite justly “recaptures” the in- 
flationary increment—at least until 
hostilities cease. It is no worse to 
take your money than to take your 
sons. War means regimentation of 
society, and regimentation of capital. 
Capital does not like regimentation. 

Furthermore, while America always 
wins her wars, our nation is about the 
most unmilitary country on the face of 
the earth; and past experience is that 
our armed forces do not do too well in 
the early stages of a struggle. 

That is the background of the un- 
expected break in stocks. Translated to 
specific terms, the market instinctively 
(perhaps subconsciously) fears that 
“business as usual” will be interrupted, 
that taxes will be increased (in a real 
war there would be a hated excess 
profits tax), and that the initial “war 
news will be anything but good. So 
much post-mortem. 

Little man, what now? 

We will have to “feel our way” a 
little, and this column will be forced 
(against the will of the writer) to be 
less specific and less definite than it 
has been for the past 11 months. I 
don’t know what is going to happen, 
either in the international situation, or 
in the stock market. 

Trying to isolate myself from the 
emotional tensions all around me, this 
is what I think: (1) Regardless of 
what Russia does or does not do, our 
preparedness and armament program 
is sure to be stepped up sharply, in- 
creasing the danger of higher corpora- 
tion income taxes; (2) we probably 
will avoid a declared war, at least for 
the present, but we are already in a 
de facto war in Korea with another 
one threatened in Formosa; (3) very 
clearly, we have decided that the only 
thing Russia understands is force, .or 
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potential force, and that we must make 
Russia understand; (4) business wil] 
continue to be good, and the danger 
of a slump has lessened rather than 
increased; (5) there is a rather strong 
“support area” in the “Dow” at around 
200-205, which may hold for a while 
if the news is “good”; and (6) there 
is a still stronger “support area” at 
around 188-190 which might hold even 
if the news is “bad.” 

As for going back soon into the same 
type of market we enjoyed before June 
26, I do not see it. Even if, by some 
miracle, the international environment 
should take a spectacular turn for the 
better soon, I would think it would 
take all summer to restore confidence 
among the conservative buyers who 
have been the backbone of the 1950 
rise. When you shoot a gun into a flock 
of shy birds, they are nervous for some 
time. When you ruin the internal struc- 
ture of a market by executing or can- 
celling all the open orders over a wide 
price area, it takes time for the special- 
ists’ books to build up again. This mar: 
ket for more than a year has been a 
paradise for the careful security ana- 
lyst, because it has been logical rather 
than emotional. I suspect that for some 
time it may be emotional rather than 
logical. I suspect, too, that when it 
does settle down and catch its wind, 
the market will be dull and dominated 
by a new selectivity quite unlike the 
type of selectivity which has character- 
ized it in recent months. 

What about this new selectivity? 

Well, it seems to me that it may it- 
volve less stress on so-called “growth” 
stocks, which is a hard pill for a “Te- 
spectable” security analyst to swallow. 
Most of these “growth” stocks have 4 
poor background for a satisfactory ex- 
cess profits tax exemption base. Capital 
invested in the business (mea 
roughly by book value) usually is low 
in relation to the price of the stock, 
and average earnings over almost aly 
base period that could be devised al- 
most always are considerably lower 
than current earnings. Perhaps we 
won't have an excess profits tax, but 
we will have the threat of it, the poss 
bility of it. So I wonder whether the 
Minnesota Minings, the International 
Business Machines, and the Dow 
Chemicals are as. attractive as they 
were in mid-June. 

Looking at ‘the ‘rails, I’ remember 
what happened in, World War II. They 
had controlled expenses, a high 
and a.wonderful.EPT exemption base. 
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At present the EPT base would be still 
better, whether average earings or 
invested capital. For instance, Atchison 
has a book value of around $353 a 
share and average earnings for the past 
four years of $18; and even in the 
1942-45 war period never paid less 





OPER 


















































make than $6 a share in dividends, Current- 
’ ya ly, Atchison is paying $8 and earning 
ane at the rate of better than $20. 
than It seems to me that this is one of the 
strong B few times one ought to look at book 
ah, values. I notice that the armament com- 
th © Bf panies almost all have higher book 
© Bf values and a better recent earnings his- 
., . tory than they had just oe to World 
even & War II. With them, perhaps, the fair- 
ness of renegotiation of contracts is 
Same # just as important as the excess profits 
© June F tax factor, but a company that works 
Some § largely with its own money has a bet- 
nment § ter case in renegotiation than one 
or the F which works wes with government 
a money—as the aircrafts did in the last 
idence B var 
5 who Bendix Aviation looks good. It prob- 
1950 & ably will show $7 a share or more for 
a flock the year to end September 30; average 
r some @ earnings for the past four years have 
struc: B been $4.63 a share; book value a year 
r cal: ® ago was $47.16 a share; and during 
a wide World War II the dividend never was 
pecial- less than $3 a share. 
si Phelps Dodge, now paying $4 and 
een 4 & vrobably earning $8, has average earn- 
ana- & ings of $7.18 a share for the last four 
rather years, a book value of $44.80 a share, 
r some § and never paid less than $1.60 a share 
r than Bin any World War II year. 
hen It Investors, as distinguished from 
wind, B traders with marginal emotions, are be- 
inated BF having very well and selling little as 
ke the B this is written. In the first three days 
racter- § after the Korean crisis broke, only 
é about one-half of 1% of all the shares 
rity? listed on the New York Stock Exchange 
nay IB changed hands. After three hectic ses- 
rowth sions, 994% of all the shares listed were 
at & owned by exactly the same people who 
vallow. owned them before the event. That 
have 4 & witnesses (1) to the thinness of the 
ory & & market, and (2) to the stable owner- 
mit ship of stocks. 
r* low | Advance release by air mail of this regular 
stock, | “ticle will be sent to interested readers 
vst any on the day of its writing. Rates on request. 
sed al- 
lower CON 
= Ie GRATULATIONS 
ix, but 
> passi- James M. Symes, vice-president of 
her the Pennsylvania Railroad, elected a di- 
rational  '@Ctor of the Equitable Life Assurance 
~ Dow ff Society of the United States. 
s_ they Dr. K. C. Heald, elected a director 
of Gulf Oil Corp. 
nember Charles G, Taylor, Jr., president- 
1. They elect of Metropolitan Life Insurance 
. traffic Co,, elected a trustee of the Stevens 
n base. |g [stitute of Technology. 
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Harold J. Henry, elected vice-presi- 
dent in charge of sales of Commercial 
Solvents Corp. 

William F, C. Ewing, elected presi- 
dent of Alexander Smith & Sons Car- 
pet Co., succeeding Frederick B. Klein, 
who becomes chairman of the board. 

Raleigh Warner, chairman of the 
board of Pure Oil Co., elected a di- 
rector of International Minerals & 
Chemical Corp. 

James B. Black, president of Pacific 
Gas & Electric Co., elected a director 
of Shell Oil Co. 

William P. Howlett, elected execu- 
tive vice-president, and Emmett J. 
Gardner, elected first vice-president, 
* National Enameling & Stamping 

0. 

Nicholas Kelley, Jr., elected secre- 


Mrs. A. J. Coyle, daughter of the 
late Col. Jacob Schick, elected a di- 
rector of Schick, Inc. 

George E. Mack, elected executive 
vice-president of J. C. Penney Co. 

Paul Codman Cabot, president of 
State Street Investment Corp., elected 
a director of the B. F. Goodrich Co. 

William G. F. Price, appointed a 
vice-president of the Bank of the 
Manhattan Co., N. Y. 

John L. Busey, of Bridgeport, Conn., 
elected a vice-president of General 
Electric Co. 

J. Vincent O’Neill, elected president 
of the Mercantile National Bank of 
Chicago, succeeding William W. Far- 
rell, who becomes chairman of the 
board. 

Roy W. Weldon, elected a vice-pres- 


tary of Chrysler Corp. ident of Great Northern Paper Co. 











“HOW to HARVEST BIG PROFITS 
FROM CERTAIN RAIL STOCKS 


. . » [The Experts Discover Tempting Bargains 


Industrials have soared to new highs, but some Rails are at bargain prices despite 
good earnings. R. R. traffic in steel, copper, aluminum, bldg. materials, etc. is 
heavy; bumper crops should be carried; sharp cuts in funded debt & interest 
charges have increased earnings. Our staff’s new Report, gleaned from Expert 
Consensus, spotlights (A): Rail which earned nearly $4 in 4 months ($12 annually) 
not yet reflected in price. Good dividends. Could advance 25 points. (B): Trans- 
continental system with vast oil lands and other profitable side lines. Under $20. 
Expected to double or triple. (C): Two rails forced down under 20. One has 103- 
year dividend record. Both ready to skyrocket. (D): 3 very low priced Growth 
rails, now active and strong, have great speculative allure. 


COLOSSAL PROFITS ALSO DUE IN 
12 LITTLE GROWTH STOCKS 


AGAIN and AGAIN we have seen fortunes made in growth situations, at first, 
low priced and highly speculative stocks. On an investment of only a few hundred 
dollars, fabulous profits are made in such issues. From the reports of 40 eminent 
advisory services, DUVAL’S Investment Consensus has sifted out these 12 
GROWTH stocks. Some are selling under $10 a share to as low as $3. Others are 
truly “Little Blue Chips” having paid dividends for 50 years, others for 10 years and 
longer with yields of 9% and over. These stocks have high leverage and advance 
much faster than the whole market. They are GROWTH situations weeded out by 
the experts as having fantastic profit possibilities in the second and fastest phase 
of the bull market. The Experts say the period just beginning is when you need 
this pooled advice to take full advantage of money making opportunities. If you 
know what the leading Experts recommend, you have in your possession the 
opinion of all the major specialists whose life work is investment counsel. How 
often, after depending on one Expert’s advice, have you wished you knew what the 
others were advising! 


VALUABLE INFORMATION ONLY $1 


Send for Profit Packed Reports on 7 Dynamic Boom Rails & 12 Fortune-making 
Growth Stocks the Experts pick. FREE: 4 week trial subscription. Covers profit- 
making, profit-saving aids & Buy, Hold & Sell Consensus. Fill out, clip, mail coupon. 


DUVAL’S CONSENSUS, INC. 
Dept. Y-141, 41-43 Crescent St., Long Island City 1, N. Y. 
Rush me Profit Packed Report on 7 Rails Picked by Experts to Bring Me Rich 
Returns, also 12 Other Fortune Building Stocks with FREE 4 Weeks’ Trial 
Subscription for only $1 (Air Mail $1.25). Complete Service: $10 quarterly. 
Digests 40 Services that would cost you over $3000 yearly. 





Name 
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*Every speculator should have a backlog ... 
He should buy U. S. Savings Bonds regularly. 


@ savings account and adequate life insurance. 
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HOW TO RAISE CAPITAL 





by W. C. HANSON 


Various kinds of bank loans 


YOUR COMMUNITY BANK can be one of 
your best sources of business capital. 
Banks today offer more kinds of loan 
and credit facilities than they ever have 
in the past. They've been steadily 
branching into new fields of finance, 
adding new services and facilities. 

Nowadays, you can go to your bank 
for a great many kinds of financial 
help. Here are just a few typical ex- 
amples, from a bulletin issued by the 
Small Business Credit Commission of 
the American Bankers Association: 

1. To meet payrolls. 

2. To pay current operating bills. 

8. To take advantage of cash dis- 
counts. 

4. To purchase materials for re- 
processing. 





Life... 


California 


You’ve dreamed of some day living or 
visiting in the land of sunshine—here 
is something you can do about it. 
Start a California savings account with 
Standard Federal Savings and 
Association. On June 30, 1950 Standard 
Federal paid their eighth consecutive 
dividend rate on the basis of 3% per 
annum. 


current 

dividend rate 
Your principal is safe while you earn 
more. Federal insurance up to $5,000. 
Send for Standard’s“Save by Mail” Plan 
that makes our office as near to you as 
your mail box. 
Invest by the 10th — earn from the Ist. 


WRITE TopDAY for Stand- 
ard Federal’s “Save by 
| Mail” Plan, and your free 
} copy of “California, Here 
| I Come,” picturing “Life 
the California Way.” 


hn 1 En 


PRESIDENT 


STANDARD FEDERAL 
SAVINGS 
and Loan Association 








To Reach the TOPS 
FORBES is TOPS 














5. To buy goods for resale. 

6. To pay taxes. 

7. To carry larger volume of re- 
ceivables. 

8..To consolidate outstanding in- 
debtedness. 

9. To economize by purchasing in 
larger quantities. 

10. To increase working capital. 

11. To modernize place of business. 

12. To acquire new machinery and 
equipment. 

13. To repair equipment. 

14. To purchase and improve real 
estate. 

Banks will lend money or extend 
credit under various kinds of terms and 
arrangements. Some of the principal 
kinds of bank loans are: 

1. General Loans and Discounts. 
For the most part, these are relatively 
short-term arrangements, running 30, 
60, 90 days, sometimes up to a year. 
A loan in banking parlance, usually 
refers to a grant of credit for a specific 
sum, to be repaid with interest. For 
example, if you borrow $1,000 at 5% 
for six months, you repay $1,025 when 
the loan becomes due. In the case of 
a discount, the interest is deducted in 
advance. Thus, if you borrow $1,000 
on a discount basis at 5% for six 
months, you'd receive $975 now, and 
repay $1,000 on the due date. 

As a general rule, the best procedure 
is to establish a “line” of credit with 
your local bank. This is an advance 
commitment by your banker to lend 
you money up to a certain maximum. 
Usually, it’s on a revolving basis, so 
that you can have more than one loan 
outstanding at a given time, as long as 
you keep within the agreed-upon limit. 

2. Loans on Receivables. Very often, 
a business man finds himself short of 
cash just at a time when others owe 
him money. In such circumstances, he 
can go to his bank and raise money 
on his notes or accounts receivable. 
There are two ways of handling loans 
based on receivables. One is the “noti- 
fication” method. This means that the 
bank will contact the party who is in- 
debted to you, and notify them that 
you are raising funds using their obli- 
gation as collateral. In such cases the 
bank will collect directly from your 
debtor. The “non-notification” method 
is where the bank makes no disclosure 
of the fact that you're borrowing on 
receivables, and collects directly from 
you. This method is generally the more 
preferable of the two, even though 
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borrowing charges run a little higher, 
Incidentally, though, some states re 
quire that notification be made in al] 
cases. 

3. Loans on Warehouse Receipts. 
If you own salable goods that are in 
commercial warehouses, or can be put 
there for that purpose, you can usually 
get a loan on them. In such cases, the 
warehouse issues a warehouse receipt, 
a. that it has physical posses. 
sion of the goods in question. Ware. 
house receipts have a definite legal 
standing, and are recognized as sound 
collateral by banks. — 

4, Chattei Mortgage Loans. A spe- 
cial kind of loan are those secured by 
properties which are conveniently moy- 
able, such as office equipment, type- 
writers, automobiles, etc. Under a 
chattel mortgage loan, title to the 
eee agp gy is assigned to the 
ender for the life of the loan. This 
method is often used for quick emer- 
gency financing. 

5. Equipment Loans. These are sim- 
ilar to chattel loans, except that they're 
secured by bigger, heavier assets, such 
as machinery, industrial equipment, 
etc. Such loans often run for several 
years, 

6. Life Insurance Loans. Insurance 
“aaagaerd with loan values are often used 
or raising capital. Because such poli- 
cies represent one of the strongest 
forms of collateral, bank loan rates for 
this type of borrowing run compara- 
tively low. 

7. Installment Loans. These are 
loans to individuals and small busi- 
nesses, generally for modest amounts 
(up to about $3,000 as a rule). They 
run for fairly short intervals (about a 
year, or year and a half) and are re- 

aid in monthly instalments. Such 
nah may be “unsecured,” except for 
a co-maker’s signature, or “secured,” 
that is, with some property, such as at 
automobile, as collateral. 

This is one of the most expensive 
ways of borrowing, however. Charges 
for such loans average 12 to 16%, some- 
times going as high as 20%. 

8. Term Loans. This is a relatively 
new kind of financing for commercial 
banks, something they've entered with- 
in about the last ten years. Tradition- 
ally, banks have loaned money fot 
fairly short periods, that is, for periods 
up to a year. But many business 1 
quirements call for the use of funds 
over longer periods, ranging up to 5 
or even 10 years. Term loans are prov 
ing increasingly popular with bd 
banks and borrowers. They are sult 
able for longer-term business purpose 
such as purchase of new equipment, 
expansion of a store or plant, or a) 
other venture which necessarily takes 
a lengthy period of time to pay for 
itself. 
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BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your tre- 
quest, by number, to: Subscriber 
Service Dept., Forpes Magazine, 80 
Fifth Avenue, New York 11, N. Y. 














815. Hicoway TRANSPORTATION STORY 
_.. IN Facts: The trucking industry strikes 
back at the railroads, shows the impor- 
tance of highway transportation to the 
farmer, worker, consumer, traveler, edu- 
cation, public health, safety, etc. Reviews 
the progress of the industry in relation to 
highways, tax payments, and vehicles. (32 
pages. ) 


| 816. Way Don’t Trains FL y?: In this 

round, the railroads come out fighting with 
a humorous booklet aimed at its No. 2 
competitor, the airlines. The 3$2-page, 
palm-sized blast will even tickle airline 
officials. 7 


817. Freicnpt “On THE Nose”: Finds 
the Baltimore & Ohio R.R. slugging away 
with its touted “Sentinel Service” for 
freight shipments. Tells how the service 
works, cities serviced, and the advantages 
in store for the industrialist who uses this 
unique “siding to siding” haulage. 


818. THe Jos or SELLING AMERICA TO 
THE AMERICANS: It’s the old song, the 
same melody, with a different arrange- 
ment. But it needs to be sung over and 
over again. This time U. S. Chamber of 
Commerce President Steinkraus drives 
home to a group of sales executives how 
they can learn the tune and teach others 
to sing it. (20 pages.) 
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819. Perroteum Horizons: This 80- 
page book covers petroleum refining, 
petroleum chemical and chemical manu- 
facturing activities. Has 31 up-to-date flow 
diagrams of refining and petroleum chem- 
ical processes, along with an accompany- 
ing text which discusses the technical and 
economic phases of each process. Presents 
75 photographs of process units, with bar 
charts, drawings, and flow diagrams. 


820. Press RELATIONS: Results of a sur- 
vey among 100 newspaper editors and re- 
porters as to how business might better 
its press relations. Contains 12 specific 
types of news editors said they wanted 
from industry, offers a few simple rules 
which newsmen suggest industry follow. 
Gives the viewpoint of editors on the re- 
lease of so-called “bad news.” (24 pages). 


821. Conservinc Your Som: Brief 
guide to methods to be followed to con- 
serve iand and increase its yield. Discusses 
conservation, erosion, leaching, and gives 
a partial list of state experiment stations 
in the Middle South and Central States. 
(16 pages. ) 











PHILADELPHIA ELECTRIC 
COMPANY 


CDicidoud Notice 


Dividends of $1.10 a share on the 
44% Preferred Stock, $1.07 a 
share on the 4.3% Preferred Stock, 
and 95 cents a share on the 3.8% 
Preferred Stock have been declared, 
payable August 1, 1950, to stock- 
holders of record at the close of 
business on July 10, 1950. 


Checks will be mailed. 
C. WINNER, 


Treasurer 



































VOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and seventy-five cents ($1.75) 
per share on the outstanding com- 
mon stock, payable September 12, 
1950 to stockholders of record at the 
close of business August 14, 1950. 


B. E. HUTCHINSON 
Chairman, Finance Committee 














GCF 


AMERICAN CAR AND FOUNDRY 
COMPANY 


30 CHuRCH STREET 
New York 8, N. Y. 


There has been declared, out of earnings of 
the fiscal year ended April 30, 1950, a divi- 
dend of one and nineteen-hundredths per 
cent (1.19%) on the non-cumulative pre- 
ferred stock of this Company outstanding, 
payable July 18, 1950, to the holders of rec- 
ord of said stock at the close of business 
July 11, 1950. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company ef 
New York. 

C. ALLAN Fas, Secretary 
June 29, 1950 











JOHN MORRELL & CO. 


DIVIDEND NO. 84 


A dividend of Twelve 
and One-Half Cents 
($0.125) per share om 
the capital stock of 
John Morrell & Co. 
will be paid July <9, 1950, to 
‘| stockholders of record July 7, 1950, 
as shown on the books of the 
Company. 
Ottumwa, lowa 





George A. Morrell, V. P. & Treas. 

































Company 
ATF Incorporated. .... 82 85 
General Electric Co.... 88 90 
Joy Manufacturing Co.. 70 69 





Mid-Continent 








Petroleum Corp. .... 84 82 
Philip Morris & Co. 

BOG, Dii>. <icceban 95 90 
Western Auto Supply Co. 73 75 
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THE IDEAL report, Forzes editors believe, tells a story about 
people (managers and employees), their activities (making, 
financing, selling), their problems (outside factors affecting 
the company), and their progress (earnings or losses). 

Scoring is on three counts: 1. Presentation—easy to read, 
illustrated, etc.? 2. Financial Data—are dollars and cents 


Financial 


Forbes Rates Annual Reports 





General Final 


Presentation Data Information Score 


translated into understandable terms? 3. General Information 
—does it help reader understand company and operations, 
problems and prospects? 

A mark of 60 is fair, 70 good, 80 very good, 90 excellent. 
Final score is weighted (readers may write for a statement 
itemizing the scoring factors). 





Comment 


Informative, interesting report. Hightlights financial results 


and provides historical perspective through charts and tables. 


Wealth of data gives broad insight into complex operations. 


Report needs sprucing up—diagrams and pictures would help 


simplify reader understanding, spur interest. 


Vast improvement over last year. Reveals growth and extent 


of corporate activities in nicely balanced presentation. 


Arouses interest through smooth reading, attractively pre- 


86 85 
91 90 
68 69 
84 83 
91 92 
77 75 


sented story. Illustrative matter highlights performance. 


Use of pictures would add zest to essentially good story. Pie- 


chart showing source and distribution of income dollar could 


be included. 





July 15, 1950 
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Thoughts 


ON THE BUSINESS OF LIFE 


Wealth brings with it its own checks 
and balances. The basis of political 
economy is noninterference. [he only 
safe rule is found in the self-adjusting 
meter of demand and supply. Open the 
doors of opportunity to talent and vir- 
tue and they will do themselves justice, 
and property will not be in bad hands. 
In a free and just commonwealth, prop- 
erty rushes from the idle and imbecile 
to the industrious, brave and persever- 
ing —RALPH WALDO EMERSON. 


Benjamin Franklin went through life 
an altered. man because he once paid 
too dearly for a penny whistle. My 
concern springs usually from a deeper 
source, to wit, from having bought a 
whistle when I did not want one. 

—RoserT Louis STEVENSON. 


Self-defense is Nature’s oldest law. 
—JoHN DRYDEN. 


Order is the sanity of the mind, the 
health of the body, the peace of the 

city, the security of the state. As the 
’ beams to a house, as the bones to the 
body, so is order to all things. 


—SOUTHEY. 


Every man who loves his country, or 
wishes well to the best interests of so- 
ciety, will show himself a decided 
friend not only of morality and the 
laws, but of religious institutions, and 
honorably bear his part in supporting 
them. —]. Hawes 


It is well to read everything of some- 
thing, and something of everything. 
—BROUGHAM. 


Profit is the ignition system of our 
economic engine. —CHARLES SAWYER. 


It is of no consequence of what par- 
ents a man is born, so he be a man 
of merit. —HorAce. 


Better be despised for too anxious 
apprehensions, than ruined by too con- 
fident security. —BURKE. 


Religion, properly understood, should 
be largely independent of seasons and 
places. Religion should not surrender 
to control by alternations of climate. 
There is something lacking in a religion 
which the summertime can destroy. 

—Puiuie S. WatTTERs, D.D. 


-“ 


Justice is as strictly due between 
neighbor nations as between neighbor 
citizens. —BENJAMIN FRANKLIN. 


Thought is the first faculty of man; 
to express it is one of his first desires; 
to spread it, his dearest privilege. 

—ABBE RAYNAL. 


There exists a passion for compre- 
hension, just as there exists a passion 
for music. That passion is rather com- 
mon in children, but gets lost in most 
people later on. Without this passion 
there would be neither mathematics nor 
natural science. —ALBERT EINSTEIN. 


Time wasted is existence; used it’s 
life. —SPECIALTY SALESMAN. 


Unintelligent people always look for 
a scapegoat. —ERNEST BEVIN. 


In the lottery of life there are more 
prizes drawn than blanks, and to one 
misfortune there are fifty advantages. 
Despondency is the most unprofitable 
feeling a man can indulge in. 

—De Witt TALMAGE 


Thoughts lead on to purposes; pur- 
poses go forth in action; actions form 
habits; habits decide character; and 
character fixes our destiny. 

—Tryon Epwarps. 


The conscience of children is formed 
by the influences that surround them; 
their notions of good and evil are the 
result of the moral atmosphere they 
breathe. —RICHTER. 


“Man” is the principal syllable in 
Management. —C. T. McKenzie. 


When the dictators and the oppor- 
tunists are gone, the cross will still 
stand before us and something in us 
will say, “That is the real thing.” 

—Rawtpu V. Socxman, D.D. 


al 


I would have a man generous to his 
country, his neighbors, his kindred, his 
friends, and most of all his poor friends, 
Not like some who are most lavish with 
those who are able to give most to 
them. —P.wy. 


To will and not to do when there is 
opportunity, is in reality not to will, 
and to love what is good and not to 
do it, when it is possible, is in reality 
not to love it. —SWEDENBORG, 


In all the affairs of life let it be your 
great care, not to hurt your mind, or 
offend your judgment. And this rule, 
if observed carefully in your deport 
ment, will be a mighty security to you 
in your undertakings. —EPICTETw. 


There is no witness so terrible—no 
accuser so powerful as conscience which 
dweiis within us. —SOPHOCLES. 


There are different kinds of cur- 
osity; one of interest, which causes us 
to learn that which would be useful to 
us; and the other of pride, which 
springs from a desire to know thatiol 
which others are’ ignorant. : 

—ROCHEFOUCAULD. 

Debt is the secret foe of thrift, a 
vice and idleness are its open foes. TI 
debt-habit is the twin brother 
poverty. —T. T. MUNGER 


at 
The man that makes a characte, 
makes foes. —YOuNe. 


Thinking, for many, is life’s most 
painful activity. For the fortunale 
others, there’s not much in life that 
approaches it. —CartH Cate 


No one grows old by living—only by 
losing interest in living. —Manrie Rat. 


Agreement makes us soft and com: 
placent; disagreement brings out ow 
strength. Our real enemies are the pee 
ple who make us feel so good that we 
are slowly, but inexorably, pulled dows 
into the quicksand of smugness and 
self-satistaction. —Sypney J. Has 


In response to many requests from reader, 
639 “Thoughts” which have appeared her 
have been published in book form. Price $2 








A Text. - 


Sent in by S. Vinturella, New 
Orleans, La. What’s your 
favorite text? A Forbes book 
is presented to senders of 
texts used. 


Put up again thy sword into his place: 
for all they that take the sword, shall 
perish with the sword. 


—St. MATTHEW 26:52 
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ten-year-old Tod has never been 
home... on his own. 


irther than a whoop ’n’ a holler,” 
‘istfully. 


some day,” this fifth-grade Marco 
“omises himself dreamily, “—some 
gonna take off. 


y to Brazil, to Hong Kong, to the 
to New Zealand . .. everywhere. 


ll fly there fast—faster than fast 
‘ air liner that’ll get me there and 
ore Mom has a chance to worry.” 


* * 


’ landings, Tod. You’re dream- 
he right direction—the direction 
searchers took when war condi- 
inted up the need for jet engines. 


n the right metal for jet engines 








some day...to far-distant lands 


“ow Nickel helps make dreams of faster and faster planes come true 


just didn’t exist. There was no metal that 
would hold its strength, hour after hour, 
despite white hot blasts . . . despite terrific 
stresses. 


Today, there are several such metals— 
high temperature alloys of many types, all 
containing Nickel—and two of them are 
Nimonic 80® and Inconel “X’’®. 


These two are products of Inco re- 
search. Both were developed after 
years of exhaustive search, after ex- 
periments with hundreds of alloys. 


With the development of these new 
metals, jet engines became a practical 
reality. Giving Tod...and you... prac- 
tical reason for dreaming of journeys by 
jet planes in the not-too-distant future! 


For all its importance, you don’t see the 
Nickel in a jet engine. Nor in a wrist- 
watch, a toaster, a thermostat. You don’t 





Within recent years, Inco research men have developed 
two tough metals that help make jet engines practical— 
Nimonic 80 and Inconel ‘‘X’’. Both are alloys of Nickel, 


see it because it’s intermixed with other 
metals to give special and useful prop- 
erties. That’s why Nickel is called “Your 
Unseen Friend.” 


Know more about “Your 
Unseen Friend” — more about 
Nickel’s discovery, how it 
was first used, how it’s now 
used to make things easier 
and better for you. Read 
“The Romance of Nickel’ 
— well-illustrated, interest- 

ing, informative. For your free 


copy, write Dept. 259z, New York 5, N. Y. 


THE INTERNATIONAL NICKEL COMPANY, INC. 


“Jt, Nickel 


TRACE mate 
© 1950, T. 1. N. Co. ...Your Unseen Friend 
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"Our Cities Service Heat Prover analysis really A COMPLETE LINE OF 
paid off in improved combustion control." QUALITY LUBRICANTS 
--Mill Operations Chief FOR INDUSTRY: 
Anti-Rust Hydraulic Oils 
This exclusive flue gas analyzer actually furnishes dialed informa- Heavy Duty Motor Oils 


tion that promptly lets you figure... Metal Cutting Fluids 
Lubricating Greases 


1. How much fuel may be going to waste Gear Compounds 
Diesel and Steam Engine Oils 
2. Presence of excess oxygen—big cause of scaling and heat loss Plant Utility Oils 


3. Energy losses due to unburned combustibles Plus two hundred other top 
quality petroleum products 


You'll get accurate data on any furnace—any type—any size. Arrange 
for this check-up; it will give you a quick line on higher productive THIS INFORMATIVE BOOKLET 


efficiency. Coupon brings complete booklet free. -»» COMBUSTION CONTROL 
FOR INDUSTRY... 
FREE wiTH THIS COUPON 


C ITI ie S CITIES SERVICE OIL COMPANY 


Sixty Wall Tower, Room 627, New York 5, New York 


Please send me, without obligation, a copy of “Combus- 
tion Control for Industry.” 


Name 





Company 


| Add 
SERVICE 9 osce eeseccc, 


PRODUCTS 


| 
| 





| 





State — 








